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PREFACE 


The present Survey is the twenty-third in a series of reports prepared 
annually by the secretariat of the Economic Commission for Asia and the 
Far East. A major object of these Surveys, and of the quarterly Economic 
Bulletin, is the analysis of recent economic developments in the countries of 
Asia and the Far East, and of international developments that affect them. 
Particular attention is paid to the analysis of economic policy and of policy 


issues. 


Since 1957 it has been the practice in the annual ECAFE Survey to 
examine specific problems concerning the economies of the region in order to 
study long-term trends and their implications for national policies. In Part 
One, the present Survey contains two such studies: the first of strategies for 
agriculture and the second of intra-regional trade. Part Two contains a 
review of economic developments in the ECAFE region in recent years, 
1968 and 1969 in particular, on the basis of information available to the 


secretariat at the time of completion of the Survey (March 1970). 


The Survey is published on the sole responsibility of the secretariat; the 
views expressed should not be attributed to the Commission or to Govern- 


ments of member countries. 


Bangkok, March 1970. 
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EXPLANATORY NOTE 


The term ECAFE region is used in the present issue of the Survey to include Afghanistan, Australia, Brunei, Burma, Cambodia, Ceylon, 
China (Taiwan), Fiji, Hong Kong, India, Indonesia, Iran, Japan, the Republic of Korea, Laos, Malaysia, Nepal, New Zealand, Pakistan, the Philip- 
pines, Singapore, Thailand, the Republic of Viet-Nam and Western Samoa. Unless otherwise specified or made clear in the text, it excludes 
mainland China, Mongolia, North Korea and North Viet-Nam, all centrally planned economies for which adequate information or comparable 
statistics are not available. Malaysia includes the territories of West Malaysia (the former States of Malaya) and East Malaysia (Sabah and 
Sarawak), so that statistics relating to previous years often have to be given for these member countries separately. There are also cases where 
national figures of previous years are combined to compare with those of later years. The term developing ECAFE region excludes Australia, 
Japan and New Zealand. 


Unless otherwise stated, all statistical tables are compiled by the ECAFE secretariat on the basis of data published by governments and 
the United Nations and its specialized agencies. 


Reference to “tons” indicates metric tons, and to “dollars”, United States dollars, unless otherwise stated. 
The term “billion” signifies a thousand million. 

Three dots (...) indicate that data are not available or are not separately reported. 

A dash (— ) indicates that the amount is nil or negligible. 

A blank in a table indicates that the item is not applicable. 


A hyphen (-) between dates representing years, e.g. 1950-1960, is used to signify the full period involved, including the beginning 
and end years. 


A slash (/) indicates a crop year, fiscal year or plan year, e.g. 1961/62. 


The plan years of the ECAFE countries coincide with their fiscal years as given in the table below, except in the case of China (Taiwan), 
where the plan year coincides with the calendar year. 


In respect of information given, the countries listed below have generally been included, subject to limitation of data. 


United States cents 


» Par value starting 22 March 1963. 
Basic rate according to United Nations, Monthly Bulletin of Statistics. 


© Official rate. 


Free rate: 1.3189 United States cents. 


per unit of 
Country Fiscal year ee ate aWreNee oF ne ot 
(selling rate) 

Agghanistan’ <u eieusats 21 March to 20 March since 1962/63 Afghani (Af) 2.222? 
Brunei January to December Malaysian dollar (M$) 32.36 
Burma October to September Kyat (K) 20.87 
Cambodia . . January to December Riel (Ri) 1.800 
GCeylonememe) «1. October to September Rupee (Rs) 16.75 
China: Mainland . January to December Yuan 50.00” 

Taiwan July to June since 1954/55 New Taiwan dollar (NT$) 2.494 
Fiji. ‘ January to December Fijian dollar 114.8 
Hong Kong . April to March Hong Kong dollar (HK$) 16,50° 
Tndtasaes: 4) tne April to March Rupee (Rs) 13.23 
Indonesia January to December Rupiah (Rp) * 
Tran ete 21 March to 20 March Rial 1.320 
Korea, Republic of . . January to December since 1957 Won (10 Hwan) 328° 
Laos July to June since 1957/58 Kip (Kp) O:417% 
Malaysia January to December Malaysian dollar (M$) 32.36 
Mongolia. . January to December Tugrek 25.00° 
Nepal 16 July to 15 July Nepali Rupee (Rs) 9.877! 
Pakistan July to June since 1959/60 Rupee (Rs) 20.87 
Philippines July to June Peso (P) 25.38 
Singapore . . . January to December Singapore dollar (S$) 32.36 
Thailand dpe October to September since 1961/62 Baht 4.76 
Viet-Nam, Republic of January to December Piastre (Pr) 0.847® 
Western Samoa April to March Samoan tala (WSS) 142.86 
Australia July to June Australian dollar(A$) 111,50 
Japan April to March Yen (¥) 0.279 
New Zealand April to March New Zealand dollar (NZ$) 111.37 


4 Eye ? 3 > 
Exchange rates per United States dollar are 277 and 385 for major export rate (official) and free market rate respectively. 


© Official buying rate. 


‘ Par value rate effective from 11 December 1967. 
* Trade rate, invisible rate and troop pay rate. 
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INTRODUCTION 


The Economic Situation in Asia‘ 


A review of developments in economic per- 
formance and policy in 1969 can scarcely be 
considered without looking both backwards and 
forwards in time. As the penultimate year of the 
First Development Decade. 1969 provides a vantage 
point from which to make a preliminary appraisal of 
performance in that decade. Though any appraisal 
will be subject to some revision later, it is important 
to establish a reasonably accurate benchmark as an 
aid to the consideration of the problems of the Second 
Development Decade. Planning for the decade ahead 
will, of necessity, be based on the gains which have 
been achieved in the recent past. At the same time, 
the lessons of experience must also be learned from 
the shortcomings of policy and performance. Only on 
the basis of total experience will it be possible to 
achieve the set targets and create viable policies for 
the coming decade. 


One of the most notable gains has been the 
knowledge that the planning of economic policy can 
be efficacious. As little as a generation ago, many 
observers doubted whether planned development was 
the best instrument for achieving economic growth. 
The experience of the last two decades, however, has 
led to the idea and the practice of economic and 
social planning becoming generally accepted among 
the developing countries of the world, and the develop- 
ing ECAFE region is no exception. The science and 
art of planning, of course, will always be capable 
of improvement and the burgeoning growth of 
expertise at all levels of the planning process promises 
that steady improvement will not be wanting. 


At the practical level of implementation, however, 
much remains to be done. Though any single criterion 
can be faulted on grounds of its very simplicity, it 
is sobering to review the performance of the economies 
of the region in aggregative terms. For the developing 
ECAFE region taken as a whole, the growth of real 
gross product, from 1960 through 1967, is estimated 
to have been 4.7 per cent per year. This is an 
improvement on the 4.2 per cent of the preceding 
decade, but falls short of the 5 per cent target of the 
First Development Decade. If the marked improve- 
ment in growth performance of 1968 and 1969 can 
be sustained, it is quite possible that the target rate 
may be achieved, although, so far, the estimates for 
1969 indicate that the developing region as a whole 
still fell short of the target for the nine years of the 


1 This account is based on the discussion of recent developments in 
economic policy and performance in the developing countries of the 
ECAFE region in Part II of this Survey and examines the issues related 
to the special studies in Part IA and Part IB, 


decade which have been completed. Acceleration in 
growth was consistently evident from 1967 through 
1969 however, and if performance in 1970 is at least 
as good as that of 1969, the 5 per cent target will be 
attained. 


It is chastening. however, to look at the per 
formance in per capita terms. Again comparing the 
1950s with the 1960-1067 period, it appears that per 
capita gross product for the developing ECAFE rezion 
increased from about 2 per cent per year to hittle 
more than 2.1 per cent. The implications of this 
comparison, however crude it may be, are inescapable: 
growth performance has net been sufficient to raise 
the real income of the mass of the people in this region 
by a significant amount. The later years of the 1960s 
have shown a general improvement in growth per. 
formance. _ In part, however, this represents recovery 
from slackened growth rates or outright recession 
around the middle of the decade. The general policy 
imperative for the commencement of the Second 
Development Decade must be to find the means for 
sustaining the momentum of growth. 


In view of the rapid rate of population expansion 
in most countries of the region, the urgency of popula- 
tion control measures should not be under-estimated. 
It is in the nature of the problem, however, that rapid 
results cannot be expected; new measures for popule- 
tion control can only bring marked results after 
the next decade. It is important to remember, as 
an example of a circumstance bearing on the typically 
grave problem of unemployment in the region, that 
every person who will be a participant in the labour 
force of 1980 has already been born. However urgent 
the need for definitive measures of population control. 
the fact remains that such measures are not a sub- 
stitute for “conventional measures aimed at raising 
output. A decrease in the rate of population growth 
does not increase output. A reduction in population 
growth rates means only that any achieved increase 
in real output goes farther in per capita terms than 
it would have done if population had continued to 
grow at the earlier, higher rate. Population control 
is thus only an adjunct to the package of measures to 
accelerate growth in real output; it is of crucial 
importance, nevertheless, where productivity is low, 
in order that the maximum possible portion of the 
incremental product may be devoted to investment for 
further growth. 


While reference to the growth of real product 
per capita is an indispensable qualification to the 
crude measure of growth in aggregate real product, 
this measur? also obscures a meaningful assessment 


of changes in human welfare. Inequalities in the 
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enjoyment of real income are still obvious in most 
developing countries in the region. Despite the 
welcome improvement in growth rates, the poverty of 
the masses cannot be ignored. The situation is serious 
in many countries: the persistence of poverty in the 
backward rural areas of the ECAFE region and its 
congested cities, in particular, can threaten the very 
foundations of society, if remedial measures are not 
initiated in time. As governments and planners look 
ahead towards the Second Development Decade, their 
priorities will reveal a consciousness that a more 
equitable distribution of the gains of development is at 
least as important as the gains themselves; without a 
broad under-current of support for, and a sense of 
participation in, the national effort to create a more 
prosperous and equitable society. the very basis for 
that effort may be undermined. 


Although the particular forms of inequality in 
the distribution of opportunity and income vary from 
country to country, the broad characteristics are 
common to most. In large part, they represent great 
differences in productivity and are thus an expression 
of the wide differentials in the efficiency of use of 
economic resources among the various sectors. 
Although productivity is typically lowest in subsistence 
agriculture, there are considerable segments of activity 
in commerce, the services and in small-scale manufac- 
turing where output per head of labour force does 
not permit a satisfactory level of real income. The 
remedies required are simple to prescribe but difficult 
to implement; they involve the concurrent raising of 
productivity in all sectors and the shift of labour and 
other factors of production from less productive to 
more productive employment. The process of increas- 
ing productivity can generate inequalities, however, if 
it is not accompanied by the social and economic 
policies to ensure widespread participation in the 
productivity gains. For example, the demonstrated 
productive potential of the new high-yielding varieties 
of wheat and rice commonly provides greater and 
more immediate gains for the larger farmers, because 
their initially advantageous position permits them the 
greatest scope for the exploitation of the new tech- 
nology. Governments must find the means to provide 
the opportunity to share in this potential for all who 
desire it. Industrial development, in turn, involves 
marked improvement in productivity; on the whole, 
however, increases in industrial output outstrip the 
growth of employment. Yet the promise of job oppor- 
tunities in the teeming cities draws underemployed 
labour from the countryside and urban unemployment 
mounts. The existence of large-scale unemployment 
in urban areas must be recognized as a reflexion of 
inequality in the distribution of opportunity and of 
income. Limitations on markets and scarcity of 
capital and entrepreneurial talent, if not countered by 
appropriate measures, may contribute to the growth 
of monopoly positions in many economic sectors, with 


attendant effects on the distribution of opportunity 
and income. 


Access to opportunity depends increasingly on 
the training and knowledge required for efficient 
economic performance. Despite the increasing aware- 
ness of governments of the necessity to up-grade 
the skills and competence of the labour force—and, 
indeed, to raise the general level of literacy and 
elementary education in order to provide an efficient 
work force—educational opportunities are deficient, 
particularly in rural areas. This deficiency is double- 
edged: not only does it reduce the possibility of 
individual improvement and access to economic oppor- 
tunity but it also limits’ the contribution of a large 
mass of people to the development effort. Improve- 
ment in the extent and content of education thus 
becomes a means to both social and economic ends. 
Closely related to educational facilities are the health 
and medical services available to the population; 
these are also analogous in their two-fold character. 
The major constraint upon the improvement of these 
and other social amenities (such as low-cost housing 
and recreational facilities) is the ability of govern- 
ments to finance the necessary investment and the 
rising current costs. 


Recent growth performance and its sources 


The tempo of growth has generally improved 
in the developing countries of the region during the 
past two or three years. This was particularly true 
of 1969 when the combined effects of improved out- 
comes in agriculture and favourable external markets 
contributed to the growth of several countries of the 
region. A rough classification according to annual 
erowth rates in real gross product suggests that an 
increasing number of countries rose above the 5 per 
cent target rate during 1968 and 1969. During the 
latter year, at least two additional countries joined 
the ranks of those with growth rates exceeding 7 per 
cent per annum. As was said earlier, if this 
performance can be maintained, the 5 per cent target 
of the First Development Decade will be achieved. 


Among the «most rapidly growing economies 
during the last two years have been those whose 
export performance has been good. China (Taiwan) 
and the Republic of Korea are examples of export- 
oriented growth in manufacturing; the entrepot- 
manufacturing economies of Hong Kong and Singa- 
pore are similar in this regard. The expansion of 
exports of manufactured goods from Pakistan has 
made a noteworthy contribution to that country’s 
growth. Exports of petroleum products have given 
strong impetus to economic growth in Iran and 
Indonesia; for the latter, both new and _ traditional 
exports have also contributed. The Malaysian economy 
expanded rapidly in 1968 and 1969 in response to 
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the boom in rubber and tin, while Thailand’s agricul- 
tural exports recovered in 1969, despite the fall in 
rice prices, as agriculture recovered from the drought 
of the previous year. 


Improvement in agricultural production has been 
a major source of growth in several countries during 
the last two years. Ceylon, India, Indonesia, Pakistan 
and the Philippines all benefited appreciably from 
the increased output of high-yielding varieties in rice 
or wheat. However, except for rubber, palm oil, 
timber and a few less important products, world market 
developments have not favoured agricultural exports. 


Production in industry, manufacturing in particu- 
lar, continues to provide a major stimulus to growth 
in the countries emphasizing the export of manu- 
factures. The concern of policy-makers has shifted 
in recent years towards a greater emphasis on 
agricultural development. On the whole, however, 
industrial growth has responded well to improvements 
in agricultural performance. In India, industrial 
recovery is well under way: a particularly healthy 
sign since manufacturing constitutes a significant part 
of gross national product. Manufacturing continues 
to expand in Ceylon and Pakistan. The industrial 
sector in Indonesia has begun to recover from years 
of neglect, in spite of competition from imports and 
credit stringency. Malaysia has initiated a new 
industrial strategy and the Philippines has launched 
a programme to re-develop its lagging industrial 
sector. In the several developing ECAFE countries 
which have increased their efforts in agriculture, 
supporting emphasis is being given to agro-industries 
which process agricultural commodities or provide 
inputs for farm production. 


Differential growth rates among the production 
sectors have brought about substantial structural 
changes in the economies of the region. Though the 
process of development and structural change is a 
long-term phenomenon, some of the shifts in structural 
patterns in recent years are noteworthy. The 
characteristic long-term pattern of change involves the 
relative decline of the primary production sectors 
(agriculture, animal husbandry, forestry and fishing) 
in terms of contribution to domestic product and total 
employment. As growth proceeds, labour and other 
factors of production shift out of agriculture and into 
other sectors where output per head of work force is 
higher. The share of domestic product and labour 
force in secondary production sectors (manufacturing, 
construction, utilities and transportation) typically 
expand at rates greater than the general average. 
Changes in the shares of the tertiary sectors depend 
upon a number of diverse influences and hence bear 
no unique and simple relationship to changes in the 
production sectors. 


During the past two decades, substantial struc- 
tural change has occurred in the developing ECAFE 


countries; economies that record the greatest structural 
transformation are generally those which have achieved 
the higher rates of growth in total product. Year- 
to-year changes in production structure are seldom 
significant, as they frequently reflect short-term varia- 
tions in prices, capacity utilization and profits. To 
the degree that these variations influence the pattern 
of investment, however, the changes tend to be lone- 
lasting. Policy measures which affect the internal 
terms of trade and, particularly, investment decisions, 
can have a determining influence on the sectoral 
allocation of resources; the rate and pattern of struc- 
tural change are thereby affected and hence also the 
composition and rate of growth of real domestic 
product. 


In the last few years, variations in policy and 
growth performance have had measurable effects on 
sectoral resource allocation. In India, for example, 
the serious decline in agricultural growth in the mid- 
1960s caused a retardation in structural change and 
over-all growth. The subsequent shift in development 
policy, dictated by the threat of continued shortfalls 
in food production, has caused the slowing down of 
the continuing structural transformation. To recap- 
ture the dynamism of industrial growth, policy 
emphasis has turned towards export diversification and 
the promotion of industrial exports. 


Philippine experience demonstrates the limitations 
of import-substitute manufacturing as a development 
policy. By the 1960s, structural change in the 
Philippine economy had slowed markedly, though 
significant improvement in agricultural production 
and increased exports of primary commodities helped 
to maintain tolerable rates of over-all growth. Policy 
has now been adapted to the need for the re-develop- 
ment of industry and the diversification and promotion 
of exports. In Malaysia, the current boom in 
traditional exports helps to maintain the production 
structure of export dependency, but dampens the 
growth of sectors producing for domestic use. There, 
too, policy-makers have responded with a set of policy 
measures to encourage manufacturing, the processing 
of domestic products for export and the diversification 
of exports. 


Trade and external assistance 


Export earnings continue to provide the most 
important source of foreign exchange for the develop- 
ing countries of the region. Unencumbered by 
constraints on their use or by service costs, they are 
also the most valuable form of external purchasing 
power. Following an average annual rate of increase 
of some 5 per cent over the period 1961-1967, the 
export earnings of the developing ECAFE region 
began to expand more rapidly in 1968; preliminary 
estimates indicate that this expansion accelerated in 
1969, and that most countries shared in the advance. 
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Table 1. Developing ECAFE countries: Growth of 
domestic product, 1950s and 1960s 
(per cent per annum) 
195088 19600» eT 
Developing ECAI'E countries . . 4.2 ibe 
(percapita)! ar ae ween sue ons (2,0) (CAMA 
Selected countries 
India 3,9 Shit 
Kndonesitive » oa) ean eae ee 3.3 2.6 
Pakistan ome "sale ye exe ty ae ete 3.0 5.6 goods. 
Tran eh EP ies. ae, -- 7.8 
Philippines lhe RO kes 6.8 4.3 
Korea, Republic of . . . . . 4.8° 8.4 
Whaat. (5 nest om ae ee 5.8 fea 
Ginnae(Larwaiiw sue enter ate 8.0 10.0 
Malavciiee #ip GS Uaaerand tune 41° WAS 
Ceyliny aia Rubee at Subt aaee 357, 44° 
BUA aes wire seis) See 6.0 2.6 : 
Gareborliais sir icn So Rie IML 6.8 Sule aim of 


Sources: United Nations, Yearbook of National Accounts Statistics, 
1968 and national sources, 

* 1951-1960 unless otherwise noted. 

» 1960-1968 unless otherwise noted. 

© 1960-1967. 

“ Order of size of GDP (approx.) in 1966, 

* 1953-1960. 

1950s: West Malaysia, 1960: all Malaysia. 

® 1955-1960. 

"1960-1966. 


Notes: 


Economic Survey of Asia and the Far East, 1969 


After a general slackening in the growth of expenditure 
on merchandise imports in L967 and 1968, imports 
grew somewhat more rapidly in 1969. 


For the developing countries of the region, a 
large part of the demand for imports is compressible 
only at the expense of reduced levels of investment. 
Substantial foreign exchange savings have been made 
in recent years as a result of increased production of 
basic foodgrains and other import-substitute consumers 
Concurrently, however, there has been an 
initial increase in import requirements for industrial 
products to support programmes of agricultural 
expansion and for intermediate inputs for manufactur- 
ing. Development expenditure, typically with a sub- 
stantial import component, is frequently constrained 
when foreign-exchange stringency arises. Hence, the 
improvement in export earnings is increasingly the 
policy. Though the degree of export 
dependency varies widely among countries, the import 
requirements of development make export earnings a 
vital concern to virtually all. 


During the period 1961-1967, while world exports 
grew at an average rate of 8 per cent a year, exports 
from the developing ECATFE region! increased by 


! Excluding Tran, which is classified separately in the souree (United 
Nations, Monthly Bulletin of Statistics, March issues, special table BE). 


Table 2. Developing ECAFE countries: Comparative growth performance, 1960s 


Growth rate® 1960-1967 


China (Taiwan) 10.0 
Korea, Rep. of 7.8 
Iran 7.5 

Thailand 7.1 
Singapore 6,9 


7 per cent and over 


Pakistan 5.7 
Philippines 5.7 
Malaysia 5.7 


5 per cent to 7 per cent 


Cambodia 4.5 
Seylon 3.8 
India 3.2 
Indonesia 2.0 
Nepal 2.2 
Afghanistan 1.9 
Burma 2.7 


Less than 5 per cent 


Sources: 
Notes: 


1058 1969 


Singapore 16.8 Korea, Rep. of — 15,5 

Korea, Rep. of 13.3 Singapore 13,8 

China (Taiwan) 10.3 Tran 10--” 

Iran 10.1 Malaysia 8,6” 

Ceylon 8.2 China (Taiwan) 83 
Thailand 7,9 
Ceylon 7.0 


Indonesia 6.8" 
Indonesia 6.6 Philippines 6,3 
Thailand 6.5 Pakistan 6? 
Philippines 6.4 India 5,5 
Malaysia 5,8 

Pakistan 5,2 


Nepal 6.6 


Afghanistan 3,5 aad 
India 1,8 


United Nations, Yearbook of National Accounts Statistics, 1965 and national sources. 
"Annual rates of growth in gross domestic product at constant market prices, except as follows: gross 


domestic product at constant factor cost: Ceylon, Tran, Pakistan, Singapore; gross national product 
at constant market prices: China (Taiwan), Republic of Korea, Philippines: net national product at 
constant factor cost; India; gross domestic product at current market prices: Malaysia (1968 and 
1969), Data for Afghanistan, Burma, Cambodia and Nepal are not available for all years. 


© Crude, unofficial estimates. 
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barely 5 per cent per year. Regional exports of 
manufactures expanded most rapidly and the share of 
manufactured goods (chiefly textiles and other light 
manufactures) increased from one fourth of total 
regional exports in 1961 to nearly two fifths in 1967. 
Traditional exports grew much less rapidly, in large 
part due to declining prices in world markets; the 
share of primary products exports fell from nearly 
40 per cent of total exports from the region to about 
29 per cent in this period. Although the region's 
exports to the advanced countries grew somewhat more 
rapidly than the total, the failure of regional export 
growth to approach the rate of growth of world 
exports reflects the inadequacy of measures to liberalize 
world trade. In addition to declining prices for 
traditional exports, Asian exports of manufactures 
continue to face onerous barriers to trade erected by 
the advanced countries, That the requirements of the 
developing world for foreign aid could be markedly 
reduced by increased access to the markets of the 
developed countries cannot be too frequently repeated. 
Tt is equally clear that reciprocity is an insufficient 
answer. Because of the requirements of the develop- 
ing world for imports which they cannot as yet 
produce, unilateral reduction of barriers by the 
advanced countries poses no threat to the growth of 
world trade. 


The share of intra-regional exports in the total 
exports of the region declined somewhat during the 
1960s, This decline was substantial in foodstuffs, 
largely as a result of import-substitute production in 
foodgrains and the increasing supplies of foodstuffs 
from outside the region. A decline in the importance 
of entrepdt trading partly explains the fall in the intra- 
regional share of exports of crude materials. The 
largest relative decrease in the intra-regional share 
appears in manufactures, reflecting increased produc- 
tion capacity in light manufactures for domestic 
markets and, to some extent, for exports to markets 
outside the region. 


The varied growth rates of different commodity 
groups among total imports into the developing 
ECAFE region in 1961-1967 reflect the increasing 
requirements for investment goods and intermediate 
products for industry and agriculture. Imports of 
machinery and transport equipment and of chemicals 
expanded most rapidly. The food, beverage and 
tobacco group also expanded at above-average rates, 
but, on the whole, changes in the composition of 
imports were relatively small. Imports of manufac- 
tured goods of all kinds, except processed foods, 
beverages and tobacco products, increased to five 
eighths of total regional imports in 1967; of this, well 
over two fifths was in machinery and transport equip- 
ment, that is, mainly investment goods. More than 
half the reduction in  intra-regional imports was 
attributable to the decreased importance of imports of 
food, beverages and tobacco products from within the 
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region. A third of the decline in the intra-regional 
share is accounted for by primary products, while a 
minor part is attributable to manufactured goods. 


These developments in trade patterns during the 
1900s reflect inter-locking problems and, by implica- 
tion, point to possible remedial action. Patterns of 
trade reflect complementarities in structures of pro- 
duction and their changes are similarly related. 
During most of the last decade, regional exports failed 
to expand as rapidly as import needs; concurrently, 
the developing ECAFE region failed to supply even 
a stable share of its own regional markets. The great 
difficulty experienced in the drive to expand exports 
to the developed countries and the inadquacy of the 
gains from trade based on existing patterns of com- 
plementarity and comparative advantage, suggest that 
a new orientation is urgently desirable. 


Potential complementaries exist among the 
developing ECAFE economies; the process of economic 
development consists of a structural transformation in 
production capacity. These potential complementaries 
can be exploited through co-operative efforts in 
development within the region and the expansion of 
intra-regional trade is essential to such a process. 
Such a strategy of development of intra-regional trade 
and production complementarities will create viable 
economic systems through progressive integration of 
less viable economies. The need is plainly visible: 
the means to co-operation and integration should be 
sought through practical efforts in co-operation among 
the countries of the region. 


The generalized trade gap of the developing 
ECAFE region increased rapidly during the last 
decade, at least until the last two years. The flow 
of invisibles alleviated the strain in some countries; 
but, more frequently, perhaps, the opposite was the 
ease. In a few countries, private foreign investment 
has made an increasingly significant contribution in 
recent years; unless there is a marked slackening in 
growth in the industrialized world, it may be expected 
that flows of private capital will continue to increase. 
Private investment, however, is highly selective in its 
choice of opportunities. Private capital flows readily 
towards investment opportunities where rates of return 
are high, for example in petroleum, other minerals 
and timber, and, to a lesser degree, manufacturing. 
Serious issues of economic control arise even in these 
sectors. 


For the foreseeable future, most developing 
countries in the region will continue to need foreign 
aid, either as grants or in the form of loans on easy 
terms. Market loans can scarcely be considered to 
constitute aid. Concomitant with the lessened over- 
all availability of external assistance, the cost of 
borrowing abroad has risen with the general increase 
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in interest rates in world money markets. For an 
increasing number of countries, debt-service ratios 
have risen alarmingly in recent years. In some cases, 
the re-scheduling of repayments has provided a 
temporary respite, but, on the whole, this stratagem 
is little more than a palliative. Its success remains 
contingent upon a massive growth in the capacity 
to export, and it is here that the fundamental emphasis 
must be placed. 


Over-all flows of official aid to the developing 
world rose to a plateau and then began to decline 
from 1968 onwards. After a brief increase in 1967 
in the share of total world aid going to Asian 
countries, the tendency of aggregate official inflows 
to the region is now downwards, in keeping with 
the behaviour of world aid flows. Some changes in 
the country pattern of aid to Asia appear to be taking 
place, with a rising share of the total flow beginning 
to go to smaller countries and Indonesia, and a falling 
share to the erstwhile largest recipients, India and 
Pakistan. Smaller recipients of foreign assistance in 
Asia have found aid inflows stable and even increas- 
ing; previous recipients of large-scale aid, China 
(Taiwan) and the Republic of Korea, have moved 
towards larger shares of private foreign investment 
and commercial loans to supplement their expanding 
export earnings. There is some indication as well 
that more purposeful redistribution of development 
assistance is in the making. Recognition is growing 
that massive inflows of strategically-timed assistance 
can be of crucial importance to individual countries 
in the attempt to overcome major barriers to growth. 


The increasing importance of multilateral aid, 
based on the joint efforts of major donor governments 
in the allocation of assistance, suggests an increasing 
degree of rationality in the patiern of aid flows. The 
rationalization of world aid through the co-operation 
of major donor countries may in part offset the effects 
of a decline in total assistance flows by increasing 
the effectiveness of aid. Increased channelling of 
assistance through the various international agencies 
should promote the same purposes. 


Of particular interest to Asia is the current 
tendency towards a reduction of military expenditure 
by the United States and the United Kingdom. The 
American aim of disengagement from Viet-Nam will 
entail balance of payments difficulties and major 
economic adjustments for several countries in the 
region. The end of the Viet-Nam conflict will bring 
a great opportunity for international co-operation in 
the reconstruction of the areas laid waste by years 
of warfare. Participation of other Asian countries in 
this reconstruction could provide the source of a 
wide-spread stimulus to further growth. Aid from 
the developed countries for the reconstruction of Viet- 
Nam should be planned as a part of a broader effort 
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in assistance for the development of Asian countries. 
The development potential implicit in the reconstruc. 
tion of Viet-Nam can thus be dovetailed with a massive 
effort for the economic and social development of the 
ECAFE region as a whole. 


Some implications of the new strategies 
for agricultural development 


Much of developing Asia is on the threshold of 
a technical breakthrough in foodgrain agriculture, 
based on the biological potential of new varieties of 
rice, wheat and maize. Continued high rates of 
population growth and the failure, until very recently, 
of foodgrain production to increase more rapidly than 
population, endow this breakthrough with extra- 
ordinary importance. The questions of policy which 
are posed by the newly acquired potential for the 
production of major foodgrains run the gamut from 
over-all allocation of resources and pricing policy to 
issues of land reform and institutional rejuvenation 
in agricullure, credit, marketing, education and co- 
operation. Though the great bio-technical potential 
opens new choices for policy, concomitant problems 
are created which must be faced by governments, 80 
pervasive and far-reaching are the implications of the 
“Green Revolution”. 


While it is quite clear that markedly increased 
yields can be achieved, not only in experimental plots 
but broadly across an array of large and small farms 
under widely varied agronomic and institutional 
conditions, the rate at which foodgrain agriculture can 
be induced to expand remains undetermined. Yet 
most of the policy issues created by the new potential 
depend on the rate of expansion of foodgrain output. 
Doubtless the first significant problem is whether the 
resource requirements of the new strategies ave com- 
patible with resource availabilities. For the national 
economy, the investment requirements of the high 
yielding varieties programmes in irrigation facilities 
with advanced forms of water control, capacily to 
produce fertilizers, insecticides and other chemical 
inputs, and additional equipment for cultivation, dry- 
ing, milling, storage and transport, go far beyond the 
levels of agricultural investment in most countries in 
recent years, Therefore, a policy decision to under- 
take such programmes, typically aimed at self-efficiency 
in foodgrain production in the medium term of five 
to eight years or sometimes less, implies the commil- 
ment of large-scale financial and physical investment 
resources, frequently including a moderate to high 
import component in the initial stages. ‘The adoption 
of the new varieties programmes, then, entails heavy 
emphasis in economy-wide resource allocation in the 
direction of agriculture and this will produce a distinet 
shift in priorities in many countries in the region, 


Institutional changes which may be required for 
the successful fulfilment of the new programmes are, 
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in part, clearly foreshadowed by the technical require- 
ments. In some measure, however, institutional 
adaptation to the requirements of the new programmes 
is contingent upon particular policy choices. Land 
reform and the reduction of tenancy are a case in 
point. Thus far. the new technology has been 
generally regarded as institutionally neutral. This 
judgement is based on the perhaps overly sanguine 
assumption that the yield potential of the new varieties 
is sufficient to provide adequate incentives for large 
and small land-holders, freeholders and tenants alike. 
It may well be, however, that the ability of tenants 
and smallholders to accept the new techniques will 
frequently depend on the provision of technical 
information, reasonably-priced inputs (including 
access to controlled water supplies). and, most 
importantly, the provision of adequate credit at toler- 
able rates of interest. Experience thus far indicates 
that the larger land-holders, who have access to tech- 
nical information. the required inputs and adequate 
credit, have been the first to accept the new techniques 
and have achieved the greatest increases in yield. 
Effective steps are now required to ensure that the 
tenant and the smallholder are also able to employ 
the new techniques to the full. The initial successes 
in exploiting the potential of the high-yielding varieties 
can be converted into a general characteristic of the 
“Green Revolution”. Increased impetus towards 
mechanization is also implied by these programmes, 
but the consequent creation of additional redundant 
labour and the necessity for providing alternative 
employment opportunities have as yet been scarcely 
considered. Though the “Green Revolution” carries 
the promise of escape from the fear of hunger, the 
new productive capacity must soon be matched by 
output growth and employment opportunities in other 
activities—in other branches of agriculture and rural 
industries and in the modern urbanized sector. 


The rate at which the new varieties programmes 
will be accepted by producers depends upon the 
critical nexus of achieved yields, production costs, 
effective prices and risks. Most countries aiming to 
increase the output of foodgrains have established 
guaranteed prices for major crops. and many influence 
producers’ costs through subsidies for fertilizer, plant- 
protection chemicals, irrigation water and credit at 


less than market rates. The complex problem of 
determining the effective combination of cost-price 
relationships will influence the degree, as well as the 
extent, of acceptance of the new programmes. Lower 
levels of acceptance (utilizing less than optimum 
amounts of fertilizer and other necessary inputs) mean 
generally lower yields and hence a smaller increment 
to total output and a failure to exploit the full potential 
of the new varieties. 


The issue of prices for foodgrains has another 
aspect which cannot be ignored by policy-makers, that 
of the cost of staple foods to consumers. As the 
consumer-acceptability of the new varieties is 
improved, the increased supplies of basic foodstuffs 
should decline in price, in order to effectuate an 
increase in real income for the mass of consumers. 
The complexity of the price-setting problem is thus 
increased as this requirement is added to the necessity 
of providing an incentive to producers. Doubtless 
the most feasible solution will be to encourage produc- 
tion through subsidization of inputs while the structure 
of foodgrain prices from farm to final consumer is 
permitted to decline in phase with the increase in 
available supplies. Stabilization of prices to avoid 
great seasonal swings requires careful planning and 
manipulation of buffer stocks. The entire complex 
of supply and price relationships, the provision of 
inputs and the creation of capacity for their produc- 
tion, as well as the provision of extension services 
and expanded credit facilities, poses extraordinary 
problems of economic management which will tax the 
capabilities of a broad spectrum of government 
agencies. 


Finally. the prospect of the achievement of self- 
sufficiency in foodgrain production by increased 
numbers of countries in the region has serious 
implications for the traditional exporters of food- 
grains. The impact of declining prices of rice on 
international markets has already begun to be felt. 
It is, therefore, imperative that co-operative efforts be 
made to adjust progressively to the new conditions. 
Such co-operation will be more feasible and the 
agreements evolved more viable if it is included in a 
wider framework of regional co-operation in matters 
of trade, production and economic planning. 
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A. STRATEGIES FOR AGRICULTURAL DEVELOPMENT 


Chapter | 
INTRODUCTION 


The recent biological breakthrough in agriculture, 
heralded by the advent of high-yielding and _fast- 
maturing varieties of food plants, profoundly affects 
the processes of growth of agriculture in the develop- 
ing countries. By altering production relations and 
relative profitabilities, it has brightened the prospects 
of transforming traditional agriculture into a modern 
and viable sector of the economy. The sustained 
growth of the area under high-yielding varieties, the 
extensive use of fertilizers and pesticides, the expansion 
of irrigation facilities, and the strategic changes in 
economic policies in general, and agricultural policy 
in particular, appear to add up to a revolutionary 
development in several countries of the ECAFE region. 


The biological breakthrough occurred at a time 
when many countries had become increasingly con- 
cerned about the poor performance of their agriculture 
and its retarding effect on over-all growth rates, and 
also about the uncertainty affecting the future inflow 
of foreign resources and the growth of foreign debt 
repayment and servicing liabilities. In food-deficit 
countries these concerns led to urgent efforts to correct 
the chronic deficiency in food, which, if successful, 
would also save foreign exchange through import 
substitution. 


A new agricultural technology is urgently needed 
for two reasons: the gradual disappearance of reserves 
of arable Jand and the failure of conventional tech- 
niques to provide a substantial increase in agricul- 
tural output from a given area. The growth of out- 
put, in particular of foodgrains, has barely kept pace 
with the rate of population growth and, in a few 
countries, has fallen below it. 


The scope for technological innovation in 
agriculture has now changed. This is the result of 
the exceptional yield-potential and high fertilizer- 
responsiveness of the new high-yielding varieties 
and their short-maturity characteristics. Chemical 
fertilizers, new seed and assured water supplies thus 
form the main pillars of the “new strategy” which 
aims at an accelerated transformation of traditional 
agriculture. This suggests that the relative importance 
of growth of area will decline as a factor in the 
future growth of output. The strong technological 
orientation of the new strategy is also reflected in a 
widely held view that institutional changes are not a 
major pre-condition for the dissemination of the new 


technology: it is considered sufficient that the tradi- 
tional farmer is generally an efficient and rational 
decision-maker.! 


There is a considerable degree of overlap between 
the new and the conventional strategies, particularly 
if the use of high-yielding varieties is included in 
either. The conventional strategy does not preclude 
the use of modern inputs except that their use must 
be followed by improvements in irrigation, institutions 
and organizational arrangements. Similarly, assured 
supplies of water and basic inputs are crucial factors 
in the new technology and are assumed to be given. 


The differences between the conventional and the 
new strategies, and especially between the local versions 
of either kind of strategy, are of the greatest interest 
in any attempt to predict the effects of the new 
strategy. It is, for instance, essential to know how 
much of any new strategy consists of doing known 
and tried things better than before, and how much 
of doing essentially new things in what is hoped 
will be the optimal fashion. The greater the reliance 
that has to be placed on known types of policy and 
economic response, the more will success depend on 
the ability to relieve known scarcities and imperfec- 
tions of the familiar technical, institutional and 
administrative kinds. 


The ultimate choice may vary considerably from 
country to country, depending on existing sectoral 
priorities and allocations, resource endowment and 
relative scarcities. For example, the supply of 
investible resources in a country may not be flexible 
enough to allow a major shift in favour of agriculture 
or the production of the modern inputs which are 
required by the new strategy. The institutional and 
political conditions and farmers’ responses in some 
countries may not favour the acceptance of the new 
technology; or, where impediments are absent, the 
relative scarcities of resources, specific inputs or the 
means to produce them may create other impediments. 


Evidently, the problem of choice is not confined 
to the agricultural sector, but involves the entire 
economy. Further, the varietal breakthrough is 


1 This premise is based on T, W. Schultz’s hypothesis in Transform= 
ing Traditional Agriculture (New Haven, 1964) and re-afirined in his 
paper “Production Opportunities in Asian Agriculture: An Economists’ 
Agenda”, presented at the Sydney Seminar of the Asian Development 
Bank, April 1969, 
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restricted to certain food crops and thus creates a bias 
in their favour within the total agricultural strategy. 
Such bias may distort the agricultural perspective in 
some countries, while the diverse cropping structure in 
other countries raises no such problems. 


Scope of study 


All these factors need to be considered in study- 
ing the strategies for agricultural development in the 
ECAFE region. The present study, however. is 
primarily concerned with the examination of output 
trends and sources of growth, the strategies chosen 
on account of the development of the high-yielding 
varieties, and their implications. Specifically, it seeks 
to answer the following sets of questions: (1) What 
are the existing strategies, the major objectives and 
instruments of policy and their recent changes? Do 
they, in practical experience, turn out to be so different 
as to justify regarding them as distinct alternatives? 
(2) What are the technical and economic implications 
of the “new strategy” at the micro-level? What are 
its aggregate and long-term implications, and the 
implicit policy requirements? (3) What, in general 
terms, are the prospects of the adoption of the new 
technology, and what are the required specific direc- 
tions and modifications in policies? 


The analysis will be concerned with agriculture 
proper, that is, all crops including plantation crops? 
but excluding livestock. poultry, fisheries and forestry, 
but more detailed treatment will be reserved for food- 
grains. In the agricultural crop sector, the basic 
choices which follow from the development of new 
varieties are, by and large, independent of the choices 
in the other sectors. 


2 Here, too, the concern will be mainly with food crops since the 
development of new varieties affects them mast. 


Part One A. Strategies for Agricultural Development 


Seven countries have been selected for study: 
Ceylon, India, Indonesia, Malaysia, Pakistan, the 
Philippines and Thailand. This selection is partly 
determined by the extent to which countries are faced 
by broadly similar choices. Other countries were 
omitted for various technical reasons, including the 


lack of data. 


Among the seven countries covered here, India, 
Indonesia, Pakistan and the Philippines seem to have 
adopted the new technology vigorously, with the 
greatest degree of commitment. Malaysia and Ceylon, 
while interested in the application of modern inputs 
including new seed, appear to be following a different 
line of approach. All six countries have deficits in 
food and aim at self-sufficiency. Output per acre is 
very low by comparison with China (Taiwan) and the 
Republic of Korea. Thailand is the only food-surplus 
country of the seven and finds its place in this study 
because of its reservations about the new high-yielding 
varieties. 


After a brief survey of trends and factors in 
agricultural growth (chapter 2) the current objectives 
and instruments of agricultural policy will be reviewed 
(chapter 3). The technical peculiarities of cultivating 
high-yielding varieties will be summarized as an intro- 
duction to the associated problems of farmer response 
and of general economic progress (chapter 4). In the 
present early stage of experience, it seems permissible 
to give only an account of the situation and views 
thereon, followed by a description of what appear 
to be the alternatives for national agricultural policies. 


3 China (Taiwan) and the Republic of Korea, for instance, are of 
interest only to the extent of offering analogies. The so-called new 
strategy is no longer new for these countries. Their productivity 
levels are among the highest in the region and their problem is not 
to choose among alternative strategies but to find ways to raise pro- 
ductivity levels further. 
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Chapter I! 
TRENDS AND SOURCES OF AGRICULTURAL GROWTH 


The general economic context and cropping structures countries do trends in birth rates and death rates 
promise a significant easing of population pressure jn 
the near future. In India, Indonesia and Pakistan, 
the situation may worsen before it begins to improve. 
The large share of agriculture in the GNP points 
not only to the effect of low agricultural productivity 
on aggregate national growth, but also to the size of 
the effort which will be needed to transform this sector 
inte a progressive element in the growth process, The 
lew level of agricultural technology is reflected in 
the small use that is made of modern inputs and in 
the low rate of mechanization, The irrigation ratio 
in some of the countries is extremely low. In almost 
all of them, irrigation facilities are basically of the 
“protective” type. These facilities are quite inadequate 
in terms of drainage, water control and water regula- 


The state of economic policy and its opportunities 
must be seen in the context of the general economic 
features of the economies and their agricultural 
sectors. These may be briefly sketched by combining 
some of the traditional indicators of the levels of 
income in the seven countries, namely the relative 
position and organization of their agricultural sectors, 
population pressure, factor endoments, and levels of 
technology (table I-A-1). 


Features common to these countries include large 
agricultural sectors and inadequacies of infrastructure, 
technique and productivity over large parts of their 
agriculture. The rates of growth of population in 


Ceylon, India Indonesia and Pakistan are high by tion. In Pakistan, a relatively high national irrigation 
world standards and very high in Malaysia, the ratio hides the relatively poor state of irrigation in 
Philippines and Thailand, but in none of these East Pakistan. 


Table I-A-1. Selected ECAFE countries: Economic features, 1967 


Terieeied as 


Rate af Shave of Deererey phere of Kenltsee> 4 
Connery population Per capt = agricadtare = deerage Larder te food endioned Ne, af CONSCHMPNLION Cereal 
greweta GNP tu GNP farm stare sate’ (22ea/er) ane rrreters per Reve yeild 
(QQ (Ss) CQ (Aad (Xa) (2 (st) OW AR (I9GS P68) t/a 
() (2) (3) (4) G) (6) (7) (8) (9) (0) 
CONG) a cn, eee nO 12% 37.2 160 = OUSL «= 5509-183 Og. 41S. 393 
India ‘ 23 70 45.6 2.69° 0.357 Wa 16.0 4 5.0 Qs 
aRCONeAN sf TK) a! on 2.2 8oe 48.0 146 OA 4.0 214 Ot 63 1,60 
MaTRySIG@ he ey Ke ee aie Sus 307 5.92 03125 38.6 9,2" Os 15.2 2.64 
Pakistan Paes os) eee 24 332 45.7 2.36 Q.243 37 38.8 Ot 5.6 1.22 
Philippines) <aate< 4 ERR 3.2 182 27.0! 3.58 0.269 10.0 12.0 7 ial 1.05 
Thailand \ <5 4 7 Sirs 3.2 150 31.0 3.50 0.307 20.6! 21.2 Os 29 1.73 


Sources: (1) FAO, State of Feed and Agriculture, 1967. 
(2) Indonesia, Malaysia, Pakistan, India and Philippines; national sourcess Ceylon: Central Bank, Moardly Badleviay Thailand: 
Bank of Thailand, Mentaly Repery. 
(3) Proportion of agriculture in GNP, Ceylon: Central Bank, MeweAly Bulletins Thailand: Bank of Thailand, Mexrdly Reperss 
India; Economie Stervey, 1968/62) Indonesia, Malaysia, Pakistan and Philippines: national sources, 
(4) India, National Sample Survey, 1622 Round, All other countries: Asian Development Bank, dgrendticow Saroey, Vol TL, p. 98, 
Most figures relate to 1960-1963, 
(5) FAO, Indicative World Plan jor Agricultural Development, October 1968, p. 4 and national sources, 
(6) FAQ, Production Yearbook, 1967 and Trade Yeardook, 1967 and national sources, 
(7) FAO, Balletin, 1968, 
(8) ADB, Agriculearal Survey, Vol, VW, p. 98. 
(9) ADB, Agriculeeral Survey, Vol. I, p. 98. 
(10) FAO, Strate of Food and clgrictlture, 1967, 
Notes: * Arable land per capita relates to 1961-1963, 
» Imports of foodgrains divided by domestic production plus imports. 
© For Ceylon: 1969; Indias 1966; Inclonesia: 1962; Malaysia: 1961; Pakistan: 1965; Philippines; 1963 and Thailand: 1965, 
“ All three types of fertilizer taken together, 
* For 1968, 
* National Sample Survey, 16th Round, No, 
® Net national product, 
® West Malaysia. 
"1966, 
4 Evperts to production minus exports, 
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Turning to differences between countries, one 
finds a high per capita income and techniques with 
relatively high yield in Malaysia. and a relatively good 
infrastructure. intensive use of fertilizers and high 
yields in Ceylon. The relatively large average size 
of farms in Malaysia and Thailand points to the still 
comfortable land resource position of these countries: 
in both countries agricultural cultivation occupies only 
stnall portions (23 and 9 per cent respectively) of the 
geographic areas. The average size of farms in the 
whole of Pakistan, however. conceals an extremely 
small average size of farms in East Pakistan (about 
0.55 ha) and high man-land ratios. 


Thailand is the only food-surplus country among 
the seven: the rest depend in different degrees on 
imports to meet their growing food requirements. 
Ceylon and Malaysia are in deficit to the extent of 
51 and 39 per cent of their total food requirements. 
These two countries are, of course, among the chief 


Part One A. Strategies for Agricultural Development 


exporters of rubber (Malaysia) and tea and coconut 
products (Ceylon) which account for substantial parts 
of their GNP. In matters of general agricultural 
infra-structure, technique and productivity, however, 
each falls far short of the levels achieved in China 
(Taiwan) and the Republic of Korea. In China 
(Taiwan) and the Republic of Korea, fertilizer con- 
sumption per ha is about 4-5 times as large as in 
Ceylon (which, of the seven, uses the largest amount 
per ha): 50-70 per cent of the total area is irrigated 
and cereal yields per ha are about twice as 

as those in Malaysia which has the highest cereal 
yield of the seven countries. 


The cropping structures of the seven countries 
(table 1-A-2) reflect differences in environmental 
conditions and resource endowments. The cropping 
pattern affects the trends of the growth in agricultural 
output. In addition, it determines the scope and the 
problems of agricultural development policies. 


Table 1-A-2. Selected ECAFE countries: Cropping structure, 1965-1968 


(Percentage of total cropped area) 


Pakistan 
Ceylon India Indonesia  Walayda VAG Philippines Thailand 
Ws WU f04 WG Ws 1HG/67 1965 
Kast Wet 
Fd TONG 2) see ee 374 Sa. 674 21.3 #28 67.5 129 784 
Comlis ~<a eae 337 6149 57.3 16.6 76.3 559 644 Jon 
Eke; 2. =: See ee 315 234 424 16.6 ei $9 384 69.3 - 
Maze (2 5 ieee ee 07 36 149 age Bi 35 26.0 62 
Whest... 0 oS nee — G5 _— — 04 33.7 —_ — 
Sorghum 5 CP ee = 1417 — — _— 35 — oe 
Mila’ ©. > Fe ee ee 16 124 — — ~ 5.3 os -= 
Sates 4.7...) ee ee e 24 a ies sf 10 = ms 
EI ace oe ae os 145 ~ — oh a4 — — 
Of which: Gram, ~ 5,3 —~ —_ 05 64 a — 
Oiler loos). See ee 4,4 0.3 10.57 47 34H 24) $.5" La 
Non-food cropg . + + + » » + G2N 22.3 322 767 17.2 3245 pee 224 
Crosadntis 5. 4 Lae Pe 4% ap ~ 0.2 _ 11 
Oilseeds (other) » » » + » » oid 51 5 a a Og 3A —_ 06 
GURMCANE. 5. coe rage eae 05 1.3 68 —_ 14 41 39 15 
Tohacce eer re ac’ 04 ae 1.3 a 0,4 04 11 0.8 
CON. >. <i> 4: tp oe +54 $1 — — as 10.0 — ory 
: Site (kena 2.2 ee en — 09 _ _ Y — _ 44 
COME es TAL Baie 264 04 14 of) 0.3 os 19.9 24 
Tea v.40 ep tater ee 14.7 se 07 ~ — — -- 
Riders. ited De eee 13.9 rae 104% 637 — — — 5.7 
OUTS SS cas a eee 5,7 45 14 64 10,3 14,7* 22 54 
Tad cropped area. » « » » « 1008 1004 190.6 1004 100.) 100.0 100.0 100.0 
sources: Coxon: PAO, Production ¥ carbook, 1967 tin rubber and axosut. Agriciuliural Development Programme 1967-1970, 
a0 FAO/MEED, Report on the Wrigation Programme Review, Yasmaary 1964. / 
oe Misistry A Pod and Agriculture, Area, Production and Vield of Principal Crops in India, 1949/50 to 1967 /64, 
FOG, 
Indonesia: National smurces, 
Malaysia: Department of Gtattics, Annual Bulletin of Statistics, 1967. 
Vaistan: Central Statistical Office, Twenty Wears of of Pakistan in Statistics, 1997-1967. 
Philippines: US, AID. Economic and Enginecring Study: Storage, Handling and Marketing of Selected Crops in the 
Republic of the Philippines, Jane 199%. and national «nurces, 
Thailand: Minietry A Agriculture, Agricultural Statistics of Thailand, 1965, 
Notes: * Cassava and sweet pratoes, 
» Boot cromy, 
€ $< , 
9 Kena 


* Includes 101 per com under cottomsecd, 
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The content of agricultural policy is bound to 
differ between the countries according to the inherited 
pattern of activities. Export crops thus form a major 
target of agricultural policy in Ceylon and Malaysia. 
Leaving aside plantation crops (rubber, oil palm, tea 
and coconut). their agricultural policies centre on the 
production of rice. In the Philippines and Indonesia, 
the major concern is with the two cereals, rice and 
corn,” and with sugarcane and tobacco. In East 
Pakistan and Thailand, policy naturally deals mainly 
with rice and with jute/kenaf, sugarcane and tobacco. 
In India and West Pakistan, the presence of a large 
number of competing crops within the food and non- 
food sectors demands more complex agricultural 
policies. The scope and the problems of such policies 
are much broader than in any of the other countries. 


Rice stands out as the major focus of over-all 
agricultural policies in almost all the countries, and 
in some countries as the only focus. Wheat mainly 
concerns West Pakistan where it accounts for 34 
per cent of the total area, and India which produces 
three times as much wheat as Pakistan. 


More than two thirds of the cultivated areas of 
these countries are under food crops, but, except for 
Thailand, all have deficits in food. The land-saving 
characteristics of the technical progress in agriculture 
may be sufficient in several of the countries to reverse 
the trend of land allocation to food crops and to 
augment the basic resource of disposable land. 


Trends in agricultural growth 


In all the countries, except Thailand, agricultural 
output grew between 1952 and 1966 at less than 4 
per cent annually. In India, Indonesia and Pakistan, 
the annual rate did not exceed 3 per cent. Since the 
agricultural sector accounts for 30-50 per cent of the 
GNP in these countries, its low growth rate was bound 
to result in a poor rate of growth of GNP. 


Nor was the growth of food production. satis- 
factory, bearing in mind the growth of population 
and of demand.4 The rate of growth of food produc- 
tion exceeded that of population in all the countries 


1J—n Malaysia, rubber alone accounts for 64 per cent of the total 
cultivated area, 35 per cent of total exports and about 60 per cent of 
the total contribution of agriculture to GNP. Similarly in Ceylon, 
coconut, tea and rubber together account for about 55 per cent of total 
area, 90 per cent of total exports and 20 per cent of the net national 
product, United Nations, Economie Survey of Asia and the Far East, 
1968, and national sources. 

2 These are the only cereals produced in these two countries, 

3 For example, most of the crops in the food and non-food groups 
compete for resources and area: sugarcane, jute and some oilseeds are 
substitutes for rice; sugarcane and cotton also compete with wheat for 
irrigated areas. Within the food group, barley and gram are close 
substitutes for wheat, and some pulses compete with both rice and 
wheat. Any change in the condition of production of one crop affects 
the production of others, 

4 Calculated by FAO, on the basis of the rate of population growth 
and increase in per capita income. The effect of income on demand 
for food is calculated by using income-elasticities. See FAO, State of 
Food and Agriculture, 1968. 


except Indonesia, but the difference between the two 
rates is hardly significant. Moreover, the demand 
for food may have grown faster than the increase in 
food production in all countries except Thailand which 
is traditionally a food-surplus country. 


The growth of agricultural production in 
Thailand, Pakistan (particularily in West Pakistan), 
Malaysia and the Philippines has, nevertheless, 
accelerated since the early 1960s. Since 1960, the 
annual compound rates of growth of agricultural 
production have risen to 7.5 per cent in Thailand} 
4.5 per cent in Pakistan® and Malaysia and 4 per cent 
in the Philippines.‘ 


Such growth rates of agricultural output, never- 
theless, conceal wide differences in the performance 
of various crops and regions within a country, The 
differences between major crops appear from table 
I-A-4 which includes several commercial crops omitted 
from table I-A-3. 


Over long periods, the growth of food production 
has been disappointing in all the countries except 
Ceylon and Malaysia and, since 1960, Pakistan. The 
generally better performance of non-food crops, 
particularly in India, Pakistan and Thailand, is 
apparent from table I-A-4. A notable exception 
among non-food crops is coconut, the output of which 
seems to have stagnated in the region. 


Regional differences within a country are often 
greater than differences between countries. The 
growth of agricultural output in the Jndian States of 
Punjab, Gujarat and Madras over the period 1952/53 
to 1964/65 exceeded 4 per cent; rice production jn 
these states grew at about 5 per cent per annum and 
has accelerated recently. In West Pakistan, growth 
tended to be concentrated in the fertile central region 
(the former West Punjab) and the annual growth 
rate was as large as 6 per cent.’ In Thailand, growth 
in the central and nocthern regions was better than 
in rest of the country. In the northern region, rice 
production grew during 1950-1965 at a rate of over 
4 per cent.!© In the Philippines, southern and western 


5 Bank of Thailand, MonrAly Repory, April 1969. 

6 Ministry of Finance, Pakistan Economic Survey, 1968-1969, 

7 United Nations, Economic Survey of Asia and the Far Bast, 1968, 
The increase in 1967 and 1968 took place mainly due to the sharp 
increase in food crops. 

8 Ministry of Food and Agriculture, Growvh Rares in Agricuilinre, 
1952/53 to 1964/65. See also Alan Heston, “Variation in Agneul- 
tural Growth and Output Between and Within Regions of India”, 
Asian Survey, Vol, Vill, No. 3, March 1968, The variances in growth 
extend down to the district level: Minhas and Vaidaynathan found 
25 per cent of the districts growing at over 7.5 per cent a year, and 
about 43 per cent growing at over 5 per cent a year, each group 
accounting for a proportional share of the total areas, 

9 Carl H. Gotsch, “Regional Agricultural Growth: The Case of West 
Pakistan”, Asian Survey, March 1968, 

10. A, Soothipan and V. W. Ruttan, “Changes in Rice Production, 
Area and Yield in Thailand”, Beonomie Research Jowrnal, September 
1965. See also, Agricultural Sravistics of Thailand, 1966. Maize, 
sugarcane and cotton grew rapidly in the central region: cassava. 
coconut and kenef in the north-eastern region and groundnut and 
tobacco in the northern region, 
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Table I-A-3. Selected ECAFE countries: 
rates of population and agriculture* 
“ (per cent per annum) 


Growth 


Estimated 
Agricultural demand for 
production Food food 
Country Population 1952-1956 1952-1956 1952-1956 
1963-1966 1963-1966 1963-1966 
(1) (2) (3) (4) 
Céevion ies, she Fe 2.6 3.1 Bre —- 
IGEN ee, ee 25) Wie) 2.4 3.2 
Indonesiay, 2. ven > 2.2 1.2 il) — 
Malavelauein alexa: c Bal Se7. 4.7 — 
Pakistan’ clita 9 4 2.4 Ze 2.4 3.5 
Philippines . . . 3:2 3,2 aA 42 
Mhailandis a) Yauuss Bie 4.5 4.6 4.2 
Sources: (1), (3) and (4): FAO, State of Food and Agriculture, 


1968. 
(2): FAO, State of Food and Agriculture, 1967. 
Note: "Including livestock, forestry and fisheries. 


Mindanao showed the highest rates of agricultural 
growth, followed by Ilocos and Bicol. Rice, however, 
grew at the rate of 6.3 per cent in Ilocos, 5.4 per cent 
in Bicol and 4.9 per cent in southern and western 
Mindanao. The rapid growth of agriculture in 


Table J-A-4. 


Selected ECAFE countries: 
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Mindanao was due to the remarkably fast growth of 
corn production, at the rate of 12.9 per cent since 
1954. In central Luzon, the most productive region 
of the country, agriculture has grown at a fairy slow 
rate... In West Malaysia, the highest growth occurred 
in the north-western region, followed by the western 
region.12 While no regional data are available for East 
Pakistan and Indonesia, regional differences in growth 
are also likely to have been substantial. 


The highest regional rates compare quite favour- 
ably with growth rates observed during comparable 
periods in Taiwan and in Mexico, the two countries 
usually cited as striking cases of rapid agricultural 
development. The performance of such regions is 
in clear contrast with the over-all rates for the entire 
country. 

11 Estimated from national sources, by taking two-year averages at 
two end-points. 

12'Tan Bock Thiam and T. F, Weaver, “Sources of Output Growth 
of Rice Production in West Malaysia, 1951-1967", Papers Presented at 
the Agricultural Institute of Malaysia Rice Symposium, Agricultural 
Economic Section, Faculty of Agriculture, August 1969 (mimeo.). 

13K, N. Raj, “Some Questions Concerning Growth Transformation 


and Planning of Agriculture in Developing Countries”, Delhi School 
of Economics, 1968 (mimeo). 


Growth 


vates* of major agricultural crops, early 1950s to 1960s 


Country Ceylon» India® 
Rice. «anes Mate er ee ee 4.8 ial 
Wheat I Dy bag e  Reiae i 3.4 
Milzern “er ce ot oe ates — 2.8 
Other cereale 0G OG Pe 1.3 
Groundinuree 7. eee ee eee — 4.6 
Jute/‘kenalc: jc) eee es -— 4.2 
Sugarcane in Vex: . doa mo D9 
EN GDACCO ee he as —- 3.0 
Cotton ee re eo _ BFE 
Rubbel” wine vie te Geran te 5.1) _ 
Coconut. oa aml eae mie ere Sey 1.0 
Teg tome ee ee ee 1.4 na. 


Indone-  Malaye —————— 
sia sia® Fast West pines® Thailand® 


(per cent per annum) 


Pakistant 


Philip. 


2.6 44 24 3.8 7) Dep 


— — 4,7 5.3 —- —_— 
3.4 6.0 — 47 5.8 28.7 
_~ _ _ ee _ _ 
Zoek _ _ - _ 4.3 
_ _ S _ _ 35.0 
6.0 _ AD Tih 1.3 6.1 
205 _ ~_- 9.8 5.0 3.8 
_ _- _ 3.0 — 9.6 

5 3.8 — — _ 5.4 
D D — —_ a4 13 


Sources: Ceylon: Central Bank, Annual Report, 1968/69 and Reply to ECAFE Questionnaire on Agri- 


India: Ministry of Pood and Agriculture, Report of the Agriculture Prices Commission on 
Price Policy for Kharif Cereals for 1967-68 Season, and Growth Rates in Agriculture, 1949/50 


to 1964/65, 1967, 


Indonesia: United Nations, Economie Survey of Asia and the Far East, 1968. 

Malaysia: United Nations, Economic Survey of Asia and the Far East, 1968. 

Pakistan; Twenty Years of Pakistan in Statistics and Pakistan Economic Survey, 1968-69. 
Philippines: Reply to ECAFE Questionnaire on Agriculture, 1969, and national sources. 
Thailand: Agricultural Statistics of Thailand, 1965 and Bank of Thailand, Monthly Report, 


April 1969, 


Notes: D — decline; S— stagnant. 


“Compound rates, calculated by taking 3 year averages at the two end points. 


” For 1961-1968 except paddy 1954-1968, 


“For cereals 1952/53 to 1964/65, calculated by fitting a trend. For non-cereals 1952/53 to 
1964/65, Trend values are marginally affected by two bad drought years and one exception- 


ally good year, 
"Por 1952-1956 to 1967/68, 
* 1952-1956 to 1965-1968, 
¥ 1952/53 to 1967/68, 
# 1954-1968, 
» 1952-1954 to 1965-1968, 
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Table F-AS. Selected ECAFE countries: Perceniace 


chances in output in feed crops. 1964-1968 


Perosnuge spores acer = Peromaieze 
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Piahpmes; . . Rac is 3H 21. 
Muze + a) G72 2338 
Thalead . . Rc —19.38 BS 1337 
Maze 238 833 33.05 


Source: FAQ, Mozthly Bullenie of Agricubwral Exomomics ard 


Stamnes, Fane 1963_ 


In very recent years, there have been some 
Spectacular increases in the production of certain food 
erops fiable EFAS). Some of these imcreases 
(particularly that of rice) reflected the recovery from 
1966/67. This is particularly true of India, Indonesia, 
Malaysia and Pakistan. However. the striking growth 
ei wheat im India and Pakistan which has continued 
more or less consistently since 1964/65, and of cora 
im the Philippines and Thailand, are more than a 
mere adjusiment. 


Sources of growth** 

From the annual rates of growth of agricultural 
output. and of planied or cropped area. it appears 
ee ee oe ie eae ee ee 
at least as fast as In the 1950s (table L-A-6). This 


Ip ths schon, an sitempe Ss made w distinguish between veroes 
factors im the observed changes of aerxulteral oasput ef commas. 
The distiection is based om 2 Semple bet somewhat ariatrary encivexal 
method. The semsemcs) rselts are mot eeique, bus, im ths Imac, 
they ame mewertheless Ibeiy wm yield broadly anomree magmineiss a= 
indiczteas of th: Girection of cGhamew Moreover. the method = 
sames that changes im cultivend area, and im yield, act ind=pendentiy 
as Gemes of growth Ip fact, however, there 5 remem @ befieve thet 
arez and vield have oftex beer imesdepencient cusses of ontpet growth. 
Tits quilinceten meeds w be borme im mand whee imterprenag the 


Nor: * Paisczr Eroremea Sereey, I%6F69. The feeres refer arthmreticll results of the amalyss. 
te the crep year faly-eer. 1S All crops, inching plaanter crops. 
Table L-4-6. Selected ECAFE countries: Sources of agricultural srowth* 
(percentage) 
PDP PETS 
ermal soe rate Gramc® af Aareal souk rate Graect af 
Cana feomgenmé) ~ ane velietnee (compammé) ~ ares tela 
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qi) @) @) @) G) (®) 
ft es ee a er 23 1S 32 33> a7 20 
halle.) miei gO ake 40 15 38 is a+> 23 
Solera: 3 = Ses a2 Ra na 1+ QF SS 
Malawian, Wee® 2 6 5 Lk o> 13 1s a4 Ls 36 
Pabstwee: Ess . fC. 1s 7 Evy 25 e7 20 
Was 28 Says, 2a Ii > 7 is 38 
Philipps . 2. . 2 se 33 29 as +m 16 20 
VWietiand 2 <2 so +> 22 ar 6x 24 3 


Seewves: Coston: Suutieina! désouct of Coven, 1966> and Cental Bark, dezaul Report, 1968. 
Tedka: Nieastry of Ford aml Agexulure, demcadiare im Erref, Sth editien: and dree, Pradm- 
Bez end Yield of Prampal Crops mm Inde, 1949-56 te 1967-43. 


Indonesia: ECAFE exquiry. 


Neaysa: Meathly Staasncal Budiemm af Wes Malayue, vanees Kuss. 
Pskuten: Pafestan Exomornac Surrer, 1968-69; and Twenty Years of Pakater oz Samsecs. 
Philippines: Central Bank of the Philippiess, Tweanevk Azmeal Report, 198, other mtional 


somos tad Repic w ECAFE 


em Agneuluure, 1969. 


Quesnemaaize 
Thatland: 4ermmitoral Stamens of Thailand, 1966; Bank of Thailand, Mexrhiy Report, warmers 


Res. 


Neves: “All crops inchading plantation crops, viz, rubber, tea and cocomut= the rates are caloulaed br 


phlanad/ 
# This redicce: the relative cootibaton of arez only approximately. 
* Indices for 1966-1968 estieeared om the bash of production Geercs, 
* For 1960, 1967 and 1968: provisieral. 


= 1959-1966, 
= Exnmated by ming 1939 


2 Predecion badass for 1967/63 and 1963/69 smard. 
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was the case in Malaysia, both provinces of Pakistan 
and Thailand, these being also the regions in which 
the rate of agricultural growth rose most between 
the 1950s and the 1960s. In all regions, however, in 
the 1960s, growth of output exceeded growth of area 
by more than in the 1950s (table I-A-6, cols. 3 and 
6). This suggests that the relative importance of 
growth of area has declined as a factor in the growth 
of output. 


The hypothesis that changes in output depend 
increasingly on yield changes can also be based on 
the development of rice production (table I-A-7). In 
four out of eight regions, both area and yield grew 
less fast in the 1960s than in the 1950s.!6 Generally, 
however, the rate of growth of output tended to he 
larger relative to the rate of growth of area, and 
consequently closer to the rate of growth of yield. 
The suggestion that the contribution of yield tended 


16 In the remaining cases, the two rates of growth changed in oppo- 
site directions without, of course, establishing any strong presumption 
of the independence of movements in yields and in area. In three of 
the four regions in which the rates of change of yield and area moved 
in opposite direction, yield was growing in the Jater period after having 
declined in the earlier period. 
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to grow at the expense of the contribution of area 
is formalized in the share of each of the two factors 
in the observed growth of production (table I-A-7, 
last two columns). 


The general phenomenon of a declining relative 
contribution of area and increasing contribution of 
yield towards growth of agricultural output not only 
signifies a change in the technique of agricultural 
production, but also reveals the important constraints 
on further growth. 


The area-effect 


Two elements make up the “area-effect”: increases 
in arable land or the total cullivated area and increases 
in cropping intensity (total cropped area!’ divided by 
cultivated areas). The first of these depends on the 
land resources and the possibilities of bringing new 
land under cultivation; the second on factors which 
permit multiple-cropping within a given area, particu- 
larly the availability of water and the rate of extension 
of irrigation facilities. 

17 Total cropped area is equal to cultivated area plus double-cropped 


area. Cultivated area always means net sown area and cropped area 
means the “gross”? sown area. 


Table I-A-7. Selected ECAFE countries: 
Sources of growth of rice production, 1950s and 1960s 


Relative 
Produc- contribution 
Country Period tion Area Yield 
Area Yield 
(per cent per annum)» (per cent) 
Ceylon 1950/52-1959/61 6.1 Dif. oot 44 56 
1959/61-1966/68 4.2 IN-7i 2S 40 60 
India 1950/52-1959/61 4.6 1.1 5.5 24 76 
1959/61-1966/68 ().4 0.8 U4, 200° S100 
Indonesia 1953/54-1959/60 2.0 1.6 0.4 80 20 
1959/60-1966/67 1.1 0.9 0.2 82 18 
Malaysia, West . 1948/52-1960/61 4.4 iy, eh 39 61 
1960/61-1966/67 2.0 0.8 12 40 60 
Pakistan, East (Rice) . 1950/52-1959/61 2.3 80.7 = 16 30 70 
1959/61-1967/69 2.5 14 11 56 44 
West (Rice) . 1950/52-1959/61 24 2a. = (hs) 113 sates 
1959/61-1967/69 at 24 5.0 32 68 
(Wheat) 1950/52/1959-61 1.0 1.1 Sul 110 ==) 
1959/61-1967/69 7.0 2.9. 4.1 41 Sh 
Philippines . 1925/27-1952/54. 15 1.5 0.0 100 0 
1952/54-1959/61 7S 3.3 Seb) 143 a3 
1959/61-1966/67 1.9 =O 2.3 aie)! 121 
Thailand 1920/21-1946/47 0.6 2.1 ro le 550) 250 
1946/47-1959/60 2.7 BP) Oey 130 30 
1959/60-1967/68 5.7 1.9 3.8 33 67 


Sources: Ceylon: Statistical Abstract, 1966; Central Bank, Annual Report, various issues. 
India: Area, Production and Yield, op. cit. and Agriculture in Brief, op. cit. 


Indonesia: ECAFE enquiry. 


Malaysia: United Nations, Economic Survey of Asia and the Far East, 1968. 

Pakistan: Pakistan Economic Survey, 1968-69 and Twenty Years .... Statistics, op. cit. 
Philippines: Central Bank, Annual Report, 1968, op. cit.; other national sources, and S. C. 
Hsieh and V. W. Ruttan, “Environmental, Technological and Institutional Factors in the 
Growth of Rice Production: Philippines, Thailand and Taiwan”, Food Research Institute 


Studies, Vol. VII, No. 3, 1967. 


Thailand: Hsieh and Ruttan, op. cit.: Bank of Thailand, Monthly Report, various issues. See 
also Arkon Soothipan and V. W. Ruttan, “Changes in Rice Production and Arca Yield in 
Thailand”, Economic Research Journal, Vol. XM, September, 1965. 


Notes: “Jn each case the period includes two years, e.g. 1950/52 means 1950/51 and 1951/52. 


» Compound rates. 
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The weight of each of these factors in the total 
area-effect differs from country to country. Generally, 
however, it seems that the expansion of cultivated 
area is tapering off. On the other hand, most countries 
have not yet fully exploited the possibilities of increas- 
ing area through double-cropping. 


In Ceylon, the contribution of area to the growth 
of rice production has remained relatively high and, 
unlike elsewhere, shows no significant decline after 
1960. This reflects the relatively rapid increase in 
the net area cultivated: 21 per cent between 1954 
and 1964. During the same period, cropping 
intensity only rose by 5 per cent. The cultivated 
area under rice can be increased by clearing forests 
which account for 25 per cent of the entire land 
resources or by releasing land from the unclassified 
category (“homestead, shifting cultivation and other 
crop”) which accounts for another 22 per cent of 
the available land. There is only limited scope for 
increasing the cropped area under rice through a shift 
in cropping patterns.!§ 


Conflicting developments account for the modest 
increase in average cropping intensity. On irrigated 
land, and particularly on land under minor irrigation, 
cropping intensity rose substantially. On the rain- 
fed areas, however, it declined rapidly from its earlier 
high level.!9 Wherever irrigation was expanded, it 
led to rapid increases in the double-cropped area. 
The absolute extent of double cropping on irrigated 
land is nevertheless still small: only 17 per cent of 
cultivated land bore two crops in 1965.?° 


In India, cropping intensity grew by only 4 per 
cent during the fifteen years from 1950 to 1965, and 
remained absolutely low at 1.15 (1964/05). The 
intensity of land use (net area cultivated as percentage 
of geographical area) rose from 40 per cent in 
1950/51 to 46 per cent in 1964/65, as a result of 
substantial direct investment in land reclamation and 
irrigation during the three Plans. .The scope for 
further expansion of this high cost type differs from 
region to region. In some states, land utilization 
has reached very high levels! while in others there are 


18 Shifts from rubber, tea or coconut, being ruled out for obvious 
reasons, there is hardly any land left under other crops to be shifted 
to rice cultivation. 

19 The increase in cropping intensity of irrigated areas by about 25 
per cent (12 per cent of major irrigation areas and 32 per cent of 
minor irrigated areas) during the same period, from 0.95 per cent in 
1954 to 1.17 per cent in 1965, was offset by a 22 per cent decline in 
the cropping intensity of the rain-fed areas, from 1.53 in 1954 to 1.19 
in 1967. The low cropping intensity of the irrigated areas compared 
with the rain-fed areas deserves to be noted: Ceylon, Department of 
Census and Statistics, Statistical Abstract of Ceylon, 1965-1967. 

20 All data for these observations are taken from the Statistical 6- 
stract of Ceylon, op. cit, and FAO/IBRD, Co-operation Programme, 
Report on the Irrigation Programme Review, Cevlon, January 1968. 

21 The cultivated area was over 50 per cent of total geographical 
area in West Bengal, Punjab, Maharashtra, Kerala, Mysore and Uttar 
Pradesh. Ministry of Food and Agriculture, Area, Production and 
Yield . . . 1949-50 — 1967-69, op. cit. 


further possibilities of extending the cultivated area.22 
The extremely low cropping intensity suggests a large 
potential for increasing area through double cropping 
by improving irrigation facilities. Even in Punjab 
and Madras which have had high growth rates of 
agricultural output, the cropping intensity was only 
1.27 and 1.20. The large public investment in 
irrigation facilities seems to have stimulated increases 
in cultivated area more than double-cropping: the 
difference between the avérage national cropping 
intensity and that in the irrigation areas is only 
marginal (1.4 against 1.7 in 1965-1966) and the 
cropping intensity of irrigation areas increased only 
modestly over the fifteen years from 1950. This 
is as true of the highly-irrigated states of Punjab 
and Madras as of those like Gujarat, Maharashtra and 
Mysore which experienced the largest expansions in 
irrigated area (by about 60 per cent) between 1952- 
1958 and 1965 /66.28 


In East Pakistan, growth of area accounted for 
20 per cent of the increase in total output and for 
60 per cent of growth of rice production. It was 
brought about by intensified land use and increasing 
cropping intensity, the net cultivated area rising by 
3.4 per cent and cropping intensity by another 4 per 
cent. Both the intensity of land use and cropping 
intensity have risen to very high levels: 63.5 per cent 
and 1.375 respectively in 1966/67.24 It may now be 
difficult to increase output by further additions to 
cultivated area. Flood control, drainage and regula- 
tion of water, and suitable crop rotations may never- 
theless permit a certain increase in double cropping. 
The high contribution of area towards the growth of 
rice production may have been obtained in part 
through shifts in cropping patterns, such as are 
engendered not only by exogenous changes in the 
relative prices of crops but also by high population 
pressures. 


In West Pakistan, on the other hand, the con- 
ribution of area towards output growth declined in 
spite of the-low intensity of land use (24 per cent). 
Two thirds of the area-effect is attributable to 
increases in the cultivated area and one third to 
increases in cropping intensity. West Pakistan had a 
larger increase in cropping intensity than East 
Pakistan: 8.7 per cent as against 6 per cent. The 
increases in cultivated area and cropping intensity 
were made possible by the existing high irrigation 
facilities and by the remarkable growth of access to 
ground water resources (mainly by tubewells) since 


22 Perhaps in Rajasthan where cultivated area has grown by more 
than 3 per cent annually during 1952-1965. 

23 The cropping intensity of the irrigated areas increased by 16 per 
cent in Punjab, 5 per cent in Madras, 10 per cent in Maharashtra, 
1 per cent in Mysore and declined by 5 per cent in Gujarat. Data 
from publications of the Ministry of Food and Agriculture, referred 
to above. 

24 Pakistan, Twenty Years of Pakistan in Statistics, op. cit. 
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1960. There exist further possibilities for the 


expansion of cultivated area and of cropping intensity 
which was only 1.12 in 1966/67.?° 


In Thailand and Malaysia, the relative con- 
tribution of area to the growth of output apears to 
have declined markedly. Both countries retain large 
un-utilized resources in land. In Thailand, only 17 
per cent of the total land is arable, forests and 
unclassified land accounitng for 71 per cent of the 
remainder.26 In Malaysia, arable land is a mere 10 
per cent of the total. 


Though the area-effect in the growth of Thailand’s 
agricultural production has been weakening, it still 
amounted to 35 per cent in 1960-1968. Most of it 
seems to have resulted from increases in cultivated 
area and there remain large possibilities in this respect. 
Land reclamation, however, requires comparatively 
more investment per ha than does irrigation.27_ The 
passive behaviour of the factor of cropping intensity 
reflects the quality of the irrigation system. In spite 
of large public investments in irrigation and a con- 
sequent growth of the irrigated area by 13 per cent 
between 1960 and 1965,28 cropping intensity seems to 
have contributed no more than marginally to output 
growth. The existing irrigation system is, on the 
whole, of the conventional type, in the sense of provid- 
ing against floods and assuring supplies in periods of 
low rainfall. The development of the system offers 
much opportunity for expanding the double-cropped 
area.29 The development of the Chao Phya Basin 
should prove a turning point in the intensity of land 
use.°0 


In Malaysia, the contribution of area towards 
agricultural output growth declined, mainly as the 
result of the rapid increase in yield of the replanted 
rubber trees. The contribution of area towards 
the growth of paddy production remained more 
or less constant during the two periods. The 
major component of the area-effect has naturally 
been the extension in the cultivated area. The double- 
cropped-area in West Malaysia, however, also rose 
from 3.5 thousand ha in 1958 to 96 thousand ha in 
1968. The completion of the Muda River Irrigation 
Project, and other schemes, is expected to raise it 
to 200 thousand ha by the end of 1969/70. This 
would imply an increase in the croppnig intensity 
from 1.28 in 1968 to 1.5 by the end of 1972.2! In 


25 C. H. Gotsch, in Asian Survey, op. cit. 

26 Thailand, Agricultural Statistics of Thailand, 1966. 

27 K. Takase and T. Kano, “Development Strategy of Irrigation and 
Drainage”, in Asian Development Bank, Asian Agricultural Survey 
(1968), p. 535. 

28 Thailand, Statistical Yearbook, 1965. 

29S. Ishikawa, “A Study of Agricultural Development Strategies” 
(prepared for the Asian Development Bank), (mimeo.). 

30 Thid, 

31 T. K. Van, “Some Technical, Economic and Institutional Con- 
siderations of Rice Production in West Malaysia”, paper presented at 
the IRC Session, October-November 1968. See also P. Haridas, 
“Double Cropping in West Malaysia”, April 1969 (mimeo.). 


addition, there remain large tracts of land suitable for 
cultivation in West Malaysia, where 20 per cent of 
the total land is cultivated, and in Sabah and Sarawak, 
with 3 and 2 per cent of the respective land areas 
under cultivation. Malaysia thus possesses extensive 
opportunities for raising agricultural output by 
increasing the cropped area. 


In the Philippines, the importance of extensions 
of area as a source of agricultural growth diminished 
while the intensity of land use was still relatively low 
(30 per cent in 1967). Both facts may be related to 
constraints of geographical and physical configuration. 
The high area-effect observed during the 1950s, arose 
mainly from an extension of the cultivated area by 
35 per cent. The negative area-effect in the growth 
of rice reflects shifts of area from rice and corn 
to coconut.32. The contribution of cropping intensity 
to growth of output appears to have been marginal 
throughout the entire period. This is partly explained 
by the low level of irrigation facilities which extended 
in 1965 to only 7.25 per cent of the entire crop land.** 
The area which is capable of being irrigated may, 
however, be as large as 70-80 per cent.** While 
further extensions of cultivated area may not be 
possible, there is large scope for double cropping, but 
this is conditional on the extension of irrigation. 


In Indonesia, area increases accounted apparently 
for the major part of the growth in agricultural output, 
particularly of paddy. With an irrigation system 
deteriorating for lack of maintenance,*> the con- 
tribution of cropping intensity towards the area 
increase is likely to have been small. In spite of an 
extremely low intensity of land use (about 12 per 
cent), it is unlikely that the cultivated area can be 
much expanded, short of an expensive clearing of 
jungles. On Java, which contains about 55 per cent 
of the total paddy land, all potential rice land appears 
to be already under cultivation. The rapid rehabilita- 
tion and further development of the irrigation system 
should, however, permit the expansion of the cropped 
area through wider double cropping. 


Yield-effect 


Growth in the relative contribution of yield to 
output is particularly noticeable in Ceylon, certain 
states of India, West Pakistan, the Philippines and 
Thailand. Water has generally been the crucial input 
and, together with the growing intake of fertilizers 
and pesticides, the chief cause of this increasing 
yield-effect. 


32 US, AID, Economic and Engineering Study: Storage, Handling 
and Marketing of Selected Crops in the Republic of the Philippines, 
June 1968, p. 42. 

33 Ibid., p. 46. 

34 Loc. cit. 

35 Takase and Kano (op. cit.) estimated that 1/3 of the technically 
irrigated land is fed with water from sources in need of repair. 
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In Ceylon, fertilizer consumption increased sub- 
stantially between 1952/53 and 1962/63 and was 
about 41 kg. per ha in 1965/66. Water supplies 
expanded rapidly and, lately, mechanization has 
advanced (growing use of tractors). Yield increases 
in the 1960s in rubber and coconut are related to 
the replanting with high-yielding materials from the 
mid 1950s onwards. 


In India, the growth of agricultural output was 
retarded by severe droughts in 1965/66 and 1966/67. 
Between 1952/53 and 1964/65, however, the growth 
of yield made a greater contribution to the growth 
of output than did the increase of area. In India, 
as in Ceylon, water inputs, besides reducing the 
fluctuations in growth rates,?® acted as the crucial 
factor in the increase of yield. This contrasts with 
the insignificant effect of irrigation on cropping 
intensity.*7 


The regional development of yields bears out this 
view about cause. Relatively rapid growth of yields 
was observed in Madras and the Punjab where 
the expansion of irrigation and the level of fertilizer 
use per ha, were well above national rates: and in 
Mysore, Gujarat and Maharashtra where the irrigated 
area expanded significantly (table I-A-8). In the 
three years beginning 1965/66, India’s consumption 

36H. Rao, “Fluctuation in Agricultural Growth”, Economic and 
Political Weekly, January 1968. 


37 Giri and Hendric, “Regional Differences in Growth Rates in 
Madras, 1968” (mimeo.). 


Table J-A-8. India: 


of fertilizer grew annually by 44 per cent, and the 
area irrigated by minor networks by 21 per cent. 
Recently, the area under high-yielding varieties has 
expanded rapidly. 


Broadly similar factors explain the growth of 
yields in West Pakistan: rising yields have been 
associated with the great increases in the number of 
tubewells since the early sixties, in the consumption 
of fertilizers and the use of pesticides.3* The rate of 
these inputs has been growing fast since 1964/65 
and so has the area under high-yielding varieties. 
The crucial role of water as complementary to 
fertilizers, pesticides and new high-yielding seed is 
also manifest in Pakistan. The same factors, namely 
irrigated area through low-lift pumps (particularly 
after 1964/65), consumption of fertilizers and 
pesticides, also explain the rather small growth in 
yield*® in East Pakistan. 


In Thailand, yields have increased rapidly since 
1959. This advance was largely due to irrigation, 
conceived as a stabilizer of output fluctuations. Most 
of the increase of rice yields during this period seems 
attributable to the reduction in natural damage through 
irrigation and flood control.41 The use of fertilizers 


38 Ghulam Mohammed, “Private tubewell development and crop- 
ping pattern in West Pakistan”, The Pakistan Development Review, 
Vol. V, 1965. 

39 C. H. Gotsch, op. cit. 

40 Pakistan Economic Survey, 1968-69. 

41 A. Soothipan and V. W. Ruttan, op. cit. 


Regional differences in the 


growth of agricultural output and its sources 


Per annum growth rate 


1952/53—1964/654 
State 
Output Gross area 
Pics deh on fas ee 4.56 1.90 
GUujaratens oe gt. Gl Pa 455 0.45 
"Tamil Wad... oss 4.17 1.10 
Mysore fo eS oe 3.54 0.81 
Bikar 2). Tee, aA 2.97 0.71 
Maharashtra: Sf) 9) Jee 2.93 0.44 
Rajasthan. .<? <«anivius 2 2.73 2.85 
Andhra Pradesh. . . 2.71 0.26 
Madhya Pradesh. . . 2.49 1.28 
Orissa =e Seas a ee Le 2.48 0.81 
Rerala.cat? ¢aetsislt. 2; hes: POT. 1.30 
West Bengal .chsiedi te 2s 2.94 0.59 
Wear Pradesh 3772? 2 2 1.66 0.72 
Assam oUt 5 AP 1.17 1.25 
India... ot WP aCe oe 3.01 1.21 


Irrigated area® 


Contribu- 
tion» of As Percentage 
cropping percentage increase Fertilizer4 
intensity of cultivated 1965/66 (kg/ha) 
Yield to increase area over 
in area 1965/66 1952/53 
2.61 47.7 47.9 23.2 7.2 
4.09 22.6 8.8 60.1 4.3 
3.04 34.4 40.4 30.4 12.7 
2.71 22.8 9.8 58.3 54 
225. 110.0 25 4.7 5.8 
2.45 23.5 6.8 60.1 rs 
—0.11 7A 12.4 36.1 1.0 
2A5 17.6 27.1 9.0 14.7 
1.21 —26.0 59 21.5 0.7 
1.66 81.8 16.3 24.8 at 
0.96 36.0 17.5 12.1 12.1 
1.34 43.8 26.3 25.4 5.0 
0.94 60.2 33.9 18.4 42 
—0.08 25.7 26.2 25 1.4 
1.60 29.1 19.5 252 5, 


Notes and sources: 


* Ministry of Food and Agriculture, Growth Rate in Agriculture, 1949-50 to 1964-65. 
> (Change in gross area) — (change in net area) 


Change in gross area 


© Ministry of Food and Agriculture, Agriculture in Brief, 9th edition. 


4 Ibid., calculated for 1966/67. 
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and pesticides has expanded and there was a rapid 
growth of capital formation, including growing use 
of tractors in the cultivation of broadcast rice.‘ 


In the Philippines, apart from environmental 
factors including the crucial availability of water, 
yields have benefited from new seeds, fertilizer, 
straight-row planting and the use of mechanical 
weeders for better weed control.4® Fertilizer consump- 
tion increased from 158 thousand tons in 1957 to 355 
thousand tons in 1966 i.e., at an annual compound 
rate of 9.5 per cent.‘4 


In Malaysia, the contribution of yield towards 
the rather high growth of rice production (table 
I-A-7) has been maintained at the same high level 
during the two periods. Yield is the highest among 
the seven countries.4° This yield, and its growth, 
were sustained by irrigation which stabilizes output 
just as it permits a high cropping intensity and thus 
increases effective area. In addition, techniques have 
been improved and the use of fertilizer has been 
expanded. 


In Indonesia, rice yield has remained stagnant. 


Price policy 


Given farm opportunities for raising production 
and yields, the recent improvement in the terms of 
trade of agriculture is bound to have stimulated pro- 
ducers. This is also the purpose of various price 
and subsidy policies which most governments have 
been - following. 


In Ceylon and Pakistan, fertilizer prices have been 
subsidized substantially (30-50 per cent) for many 
years. The subsidy for the application of plant protec- 
tion chemicals in Pakistan was almost equal to cost, 
and concessional rates apply to the purchase of seed, 
electricity and water supply from public tubewells, 
while imports of agricultural machinery and equipment 
are free of duty. In India also, until recently, 
subsidies were available on fertilizers and plant 
protection chemicals. In almost all countries, insti- 
tutional credit was being provided at rates much below 
the market rate. It hardly needs adding that the 
effectiveness of such subsidy policies depends also 
on the quantity and distribution of the subsidized 
materials and credits. Other subsidy programmes 
include replanting subsidies for rubber (financed by 
an export levy), coconut and tea in Ceylon, and for 
rubber and coconut in Malaysia. 


As for output prices, all countries have guaranteed 
minimum prices for major crops. In Malaysia, paddy 


42 P. B. Trescolt, “Some Observations on Rice Production in Thai- 
land” (mimeo.); National Economic Development Board, Current 
Economic Situation, October 1967. 


43 Hsieh and Ruttan, op. cit. 
44US, AID, Economic and Engineering Study, op. cit. 
45 ECAFE enquiry and FAO, Production Yearbook, 1967. 


prices have been supported since 1950. In Ceylon, 
minimum prices have also been guaranteed since the 
middle of the 1950s for other cereals besides paddy, 
and for chillies and onions. India and Pakistan 
started supporting rice and wheat prices in the early 
1960s, in addition to existing support-price pro- 
grammes for sugarcane and jute. Price-support 
policies have also been followed by the Philippines 
since 1957/58 and were recently introduced in 
Indonesia. 


The terms of trade turned in favour of agriculture 
in Pakistan from 1959 and appear to have contributed 
considerably towards the growth in agricultural 
output.4® Jn the Philippines also, relative prices have 
changed significantly in favour of agriculture since 
1959/60,47 but in India only since 1963/6448 For 
other countries, the movement of the terms of trade 
is difficult to ascertain.‘ 


Changes in cropping patterns 


Within agriculture, another source of growth 
exists in the form of changes in the cropping pattern. 
Until recently, this factor seems to have contributed 
only marginally to the growth of agricultural output. 
This is explained by the cropping structure in each 
country and by the prevalence of subsistence farming 
(mainly rice-culture) and the absence of significant 
autonomous or directed changes in the. relative 
productivity or the relative profitabilities of competing 
crops. Since food crops cover about 70 per cent 
of the area of such countries as India, Indonesia, the 
Philippines and Thailand, the possibilities of crop 
diversification, and hence of raising agricultural 
output through changes in cropping pattern, are likely 
to be large.5° 


Conclusion 


Taking a general view of the experience of the 
seven countries, it appears that, during the 1950s, 
growth of agricultural production, and of food produc- 
tion in particular, depended on extensions of area 
to a greater extent than in the decade of the 1960s, 
The improvement in the contribution of yield towards 
output growth during the second period seems to 
result from the growth of irrigation facilities and from 
a wider use of chemical fertilizers. 


46 S$. R. Lewis and S, Mushtaq Hussain, “Relative Price Changes 
and Industrialization in Pakistan, 1951-1964", The Pakistan Develop- 
ment Review, Vol. VI, 1966. 

47 FAO, Trade Yearbook, 1967. 

48 India, Economie Survey, 1967-68, 

49 Particularly so for Ceylon and Malaysia which import large 
amounts of paddy and subsidize various inputs. 

50 Large contributions of changes in cropping pattern to the growth 
of output were observed in parts of India; West Bengal (75°), 
Gujarat (68%), Maharashtra (469) and Andhra Pradesh (36%); 
and in West Pakistan (about 10%) in districts showing the highest 
growth rate), See Minhas and Vaidayanathan, and C, HB. Gotsch, 
op. cit, 
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The recent tendencies are the fruit of conventional 
methods of raising agricultural output. The elements 
of this method include an emphasis on irrigation, 
reclamation of land and institutional changes. These 
methods act on output chiefly through increasing the 
cultivated area. Their effect on yield results from 
improvements in irrigation which stabilize output and 
also raise yield directly. The direct effect on yield 
may be greater if available water is combined with 
inputs, notably fertilizer. The observed limited 
increases in cropping intensity also seem to result 
from the emphasis on an extensive type of irrigation 
which has the purpose of spreading water over as 
large an area as possible rather than of providing 
water for more than one crop. The limited emphasis 
on minor irrigation works, and hence on ground water 
resources, is another element of this irrigation strategy. 


Notwithstanding the differences in their agricul- 
tural situation, the central problem in all countries is 
how to raise agricultural productivity, particularly in 
the production of foodgrains. 


7A | 


The advent of the high-yielding varieties with their 
high-yield potential and short maturity period seems 
to have provided a basis for new strategies for rapid 
increases in productivity. The central elements of this 
strategy, as formulated in several countries, are high- 
yielding seed which has initially to be imported; 
massive supplies of chemical fertilizers; availability of 
more water for double cropping with the new varieties; 
and an assured and controlled supply of water to the 
farmers’ fields. At the producers’ level, the new 
varieties require adequate and carefully timed applica- 
tions of inputs. 


The large potential of area expansion through 
raising cropping intensity that exists in all countries 
also provides an alternative method for raising agricul- 
tural output, either in the conventional context or in 
the context of the high-yielding varieties. The focus 
of policy under this alternative would be on an 
irrigation system qualitatively different from that 
envisaged under the conventional method. 
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Chapter Ill 
AGRICULTURAL POLICIES AND PLANS 


The crucial role of the agricultural sector in the 
achievement of self-reliance is a commonplace in most 
of the countries under discussion. In several of them, 
the objective of self-reliance has in recent years 
acquired greater practical importance, normally as a 
result of a growing uncertainty about the future 
inflow of foreign resources, The evaluation of develop- 
ment policy and the reaction to setbacks has thus 
led to reformulations of policy, including the realloca- 
tion and rephasing of investment programmes, 
Agriculture may offer opportunities for attaining self- 
reliance rapidly without seriously prejudicing the 
objective of high growth rates. In any case, the need 
to vitalize agriculture is urgent. Its past performance 
has usually been inadequate, particularly in the light 
of population growth and of the interdependence that 
exists between agriculture and the remaining sectors 
of the economy. 


The evidence of this increased concentration on 
agriculture is seen in the target rates of growth of 
agricultural output and in the magnitude of the 
allocations of public expenditure to the sector (table 
I-A-9), The agricultural growth targets for the later 
years of the past decade or, in the cases of India 
and Indonesia, for the early part of the 1970s, were 
set at 45 per cent per annum, and thus well above 
the rates usually achieved in the decade ending in 
1968/1966 (table I-A-3). 


Table I-A-9, 


Selected ECAFE countries: 


The share of agriculture (including irrigation) 
in public expenditure has generally been raised above 
its usual past rate of about 20 per cent. This shift 
is especially marked in India and Indonesia which 
formulated their plans after the new technical develop- 
ments in agriculture had become known. In Pakistan, 
again, the agricultural sector was largely exempted 
from the extensive rephasing and the contraction of 
investment programmes Which took place in 1967.1 In 
the Philippines, public allocations to agriculture were 
set at a particularly high level, equal to almost 36 
per cent of the entire public expenditure for the fiscal 
years L907-1971, 


The new concentration on agriculture is further 
reflected in targets and provisions for the basic inputs 
into agriculture. Ceylon? India’ and Pakistan 
earmark 20-25 per cent of their industrial development 
outlay for the production of nitrogenous fertilizer. 
Indonesia and the Philippines, apart from planning 
increases in fertilizer production, also place strong 
emphasis on the development of basic infrastructure 
for agriculture? 

Pakistan, Planning Commission, Reefsed Phasing, Sectoral Priori- 
ties and Allocations of the Third Five-Year Plan (1965-70), 1967. 

2 Ceylon, Ministry of Planning and Economic Affairs, The Develop- 
ment Programme, 1966-67. 

3 India, Fourth Plan, 1969-1974, op. ett, p. 252, 

4 Pakistan, Revised? Phasing... Third Plan, op. ett. 

5 Plan documents, Indonesia, 1969-1973, and the Philippines, 1967- 
1970, 


Projected 


growth rates and public allocations to agriculture 


nn cr cre 


Growih rate (per cent pa) 


Pudlic allocation (per cent) ® 


Conny Period 

GNP Agriculinve  Agriculinre — Irrigation Total 
Ceylon . . 1966-1970 5.2 45 134 12.6 28.0 
AGin crea 1969-1974 55 4.5 15.7 6.7 22.1 
Indonesia. . 1969-1974 5.0 can 13.4 16.6 28.0 
Malaysia. . . . «. . » 1966-1970 5.0 4.0 16.7 73 24.0 
Pakistan 1965-1970 65 5.0 13.2 13.0 26.2 
Philippines . . 1967-1970 6.2 4.0 Rich Ral 14,0° 
Thailand’) 6 wo. x oe 2 ISG 7aT SF 8.5 43 12.0 8.0 20.0 

a re Se eee Se a eee 


Sourees? 


Ceylon: The Development Programme, 1966-67. 


India: Fourth Five-Year Plan, 1969-74 (draft), 
Indonesia: Broad Outline of Indonesia's Five-Year Development Plan, 1969/70—1973/74, 


(mimeo,), 


Malaysia: rst Malaysia Plan, 1966-1970, 


Pakistan: Annual Plan, 1968-1969, 


Philippines; FAO, State of Food and Agriculture; Four Year Boonomie Plan, 1967-1970, 
Thailand: National Economic Development Board, The Second National Economie and Social 


Development Plan, 1967-1971, 
Notes: *P 


© Incomplete, 


ublic outlay/expenditure on agriculture as per cent of total public expenditure. 
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From the variety of national objectives and 
policies there emerge certain key features: 


(1) Food-deficit countries are proposing to 
become self-sufficient in food as soon as possible, and 
frequently by a relatively early date. In consequence, 
the approach to agricultural development is biased in 
favour of food crops.® 


(2) Except in Malaysia, Ceylon and Thailand, 
policy tends to rely on increases of yield rather than 
of area for raising agricultural production. 


Selj-sufficiency in food 

The declared aim of self-sufficiency in food is 
reflected in the growth targets for certain crops and 
in specific resource allocations. Current targets are 
decidedly high when compared with past growth rates 
of food crops and of population (table I-A-10). The 
emphasis on food crops appears in the rates projected 
for these when compared with other crops.? 


Data on resource allocation by crops are only 
available for Ceylon and the Philippines. In Ceylon, 


©In India and Pakistan, the emphasis seems to be only on major 
cereals, particularly nice, wheat and maize; in Malaysia, rice has only 
2 small weight and naturally comes after rubber. 

7 In India and West Pakistan, for instance, the projected increases in 
rice and wheat crops are larger than those for non-food crops. Other 
cereals and pulses are expected to grow only slowly. 


Table I-A-10. Selected ECAFE countries: 


rice alone accounts for about one half of the total 
expenditure on agriculture during 1966/67, this pro- 
portion being representative of the allocation for the 
entire period 1966-1971. In the Philippines, public 
expenditure under the Updated Rice Programme 
(1967-1970) is set at 322 million pesos which may 
be compared with the total public works investment 
of 3,092 million pesos during the same period.’ In 
Indonesia, the major part of an allocation amounting 
to 30 per cent of the total public outlay is directed 
to the achievement of self-sufficiency in rice.*° 


West Pakistan and the Philippines have come 
very close to their self-sufficiency targets. In Pakistan, 
the exceptionally high increase in the production 
of wheat and rice during 1967/68 and 1968/69 led 
to food surpluses and their attendant problems of 
finance, storage and disposal.1! The Philippines 
exported rice in 1967/68. While the relatively unsatis- 
factory crop of 1968/69 prevented exports,’ no rice 
has had to be imported durnig the last two years. 


8 Ceylon, The Development Programme, 1966-67. 

° Philippines, Updated Four-Year Rice and Corn Self-Sufficiency 
Program (Fiscal Years 1967-1970) and Four-Year Economic Program 
jor the Philippines, Fiscal Years 1967-1970. 

10 Indonesia, Five-Year Plan, op. cit. 

11 United Nations, Economic Survey of Asia and the Far East, 1968. 

12 Ibid. 


Projected 


annual growth rates of major crops 


(percentages) 
Pakistan 
Ceylon India Indonesia Malaysia 1966-1970 Philippines Thailand 
1966-1970 1969-1973 1969-1973 1966-1970 1966-1970 1967-1971 
East West 

Foodgrain . . — 5.7 os -- —_ — = —_ 
Rice/paddy . 7.0 n.a. 8.0 7.6 5.6 10.8 11.0 6.1 
Maite! $< (12.0)* 

Wheat ch" — n.a. 47 — * 14.9 5.0 7.0 
(11.6) 

Other crop: — n.a. _ —_ 22.0 112 — a 
Qilseeds . . — 4.4 n.a. — 13.0 10.0 — 1 Pe 
Sugarcane .. — 45 6.0 = 7.8 6.1 10.0 2 
Tobacoo . . _ 4.7 11 aes 44 na. a 6.0 
Cotton. . os 6.0 = a 5.5 oT os 18.8* 
Jute/kenaf.  . — 3.5 — 3.07 52 t+ — — 5.2 
Coconut/copra . 52 3.5 64 0.9 Ee — 35 3.0 
Te =. -y 3.4 n.a. 1.7 2.6 5.6 — — a 
Rubber anise 6.0 n.a. 4.8= 6.6 = _- — 2.46 


Sources: Ceylon: Calculated from Economic Development, 1966-68. 
India: Fourth Five-Year Plan, 1969-74 (draft). 
Indonesia: Broad Oudtline of Indonesia’s Five-Year Development Plan, 1969/70—1973/74. 


Malaysia: First Malaysia Plan, 1966-1970. 


Pakistan: Revised Phasing .. . . Third Five-Year Plan (1965-70); Mid-Plan Review of the 
Third Five-Year Plan (1965-1970); Annual Plan, 1967-68 and 1968-69. 

Philippines: Four-Year Economic Program jor the Philippines, Fiscal Years 1967-1970; Up- 
dated Four-Year Rice and Corn Selj-Sufficiency Program (Fiscal Years 1967-1970); Expanded 


Corn Production Program (1968-1971). 


Thailand: Second National Economic and Social Development Plan, 1967-1971. 


Noves: 
® Large relative increase from a low base. 
© Groundauts only. 

* No increase. 

* From a low base. 
f Hemp fibre. 

© Estimate. 


* Rice and Corn Production Coordinating Council, up-dated and expanded programmes. 
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India and Indonesia expect to achieve self- 
sufficiency before the end of 1973/74. Though both 
countries depend less than’ others on food imports, 
the achievement of self-sufficiency within the projected 
time cannot be certain. In India, notwithstanding the 
spectacular increases in the production of wheat and 
maize during the past two years, self-sufficiency in 
food does not as yet seem within easy reach. This 
is so largely because of the slow increase of rice 
production which has a large weight in total agricul- 
tural output. In Indonesia, the encouraging initial 
rate of achievement, in terms of additional yield, 
under BIMAS and allied programmes, has slowed 
down during recent years.' 


In the remaining deficit regions, Ceylon, Malaysia 
and East Pakistan, food self-sufficiency involves the 
rapid expansion of rice production. Ceylon and 
Malaysia have recently obtained striking increases in 
rice production. The prospects in East Pakistan may 
be more doubtful, but the expected surpluses of both 
wheat and rice in West Pakistan will help to offset 
the food deficits of East Pakistan. Pakistan as a 
whole may thus become self-sufficient in a shorter 
period, 


The question of the pace at which self-sufficiency 
is to be attained in a country is bound up with 
the general problem of the economic appropriateness 
of the objective of self-sufficiency. The quantity target 
implied in this policy may in certain instances appear 
rather arbitrary, except insofar as dependence on 
large-scale food imports may conceivably become 
inconsistent with the independence of national 
economic development policy in general.'4 


Interpreted realistically as a decision to seek 
massive increases in food production or to raise the 
rate of output of crops which have so far persisted in 
growing slowly, the costs and benefits of the entire 
operation have not so far been publicly discussed. 
Nor is there much knowledge about the somewhat 
simpler aspect of foreign exchange saving. The prices 
and costs on which production decisions are taken 
are so heavily distorted by policy intervention that 
independent attempts at quantitative assessments are 
hardly possible.!5 Since the policy puts heavy 
emphasis on food crops, a general economic assess- 


13 Mears and Afifl in Bulletin of Indonesian Economic Studies, No. 
10. 

14 See Pakistan, Planning Commission (Agricultural and Food Sec- 
tion), “Policies and measures for attaining self-sufficiency in foodgrains 
production”, July 1967. 

1S For example, the import substitution drive for rice in Ceylon is 
backed by guaranteed prices which, until the devaluation of 1967, 
normally exceeded international prices; by substantial subsidies on 
fertilizers and credits; and by specific policies for various items of food 
including free distribution of rice. In Pakstan, again, guaranteed 
prices are substantially higher than the international prices of rice, 
wheat and maize; large subsidies are allowed on fertilizers, pesticides 
and electricity; concessions are given on imports of agricultural equip- 
ment; and institutional credit is provided ata rate less than 4% of the 
market rate. Under such conditions, the cost-benefit implications of 
the food self-sufficiency programmes are difficult to assess. 
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ment would have to consider its implications for the 
further objective of crop diversification as a means 
for improving the dietary situation and assuring the 
consistent growth of non-food crops. 


The position of the food self-sufficiency pro- 
erammes in the context of general national develop- 
ment and resource economy has thus still to be worked 
out. As the policy succeeds in its own terms it 
brings forward new problems: how to accommodate 
food surpluses, how to counterbalance the effects of a 
food-biased policy on commercial and export crops, 
and how to utilize the land and labour which may 
be released from food production in the longer run. 
When such problems arise, the interdependence 
between the different parts of a growing economy can 
no longer be ignored or treated as a secondary con- 
sideration. 


Elements of the new agricultural policy: India, 
Indonesia, Pakistan and the Philippines 


The central objective of the agricultural policies 
of India, Indonesia, Pakistan and the Philippines 
(four of the seven countries under review) is to 
increase output through higher yields. The policy 
of this group relies on the exploitation of either or 
both of the chief characteristics of the new high- 
yielding varieties of certain food crops: their high- 
yielding potential and their short maturing period, to 


a point where the economic results of the new varieties 


are superior to the results of the prevailing varieties. 
This level of exploitation demands an irrigation system 
of specific, and not generally available, quality, since 
the new method makes high demands on precise water 
control. It also demands large quantities of fertilizer 
and plant protection chemicals and thus also the 
provision of a system for distributing these inputs. 
Lastly, it requires information about the suitability 
of regions to input combination, the dissemination of 
this information to farmers and a set of economic 
incentives. 


The emphasis placed on the new varieties in the 
four countries is .reflected in the actual and the 
projected growth of the area thus planted (table 
J-A-11). Policy in each country is further concerned 
with the fulfilment, in different ways, of the necessary 
conditions of the new method of cultivation. These 
conditions consist, firstly, of the supply and dis- 
tribution of inputs. In several countries, much of 
the seed, the chemicals and the technology itself is 
imported. 


India, West Pakistan and the Philippines have 
already succeeded in converting large portions of their 
areas under rice, wheat and maize to the new varieties. 
India and Pakistan imported large quantities of high- 
yielding wheat from Mexico in 1965-1966 and of 
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Area under Percentage of 
Total area high-yielding area: 
Country Crop Year under crop varieties high-yielding 
('000 ha) (000 ha) varieties to total 
Ceylon Rice 1968/69 492 10 2.0 
India . Rice 1965/66 35,749° a b 
1966/67 888 2.5 
1967/68 1,687 4.7 
1968/69 2,630 vip} 
1973/74* 10,117* 28.3" 
Wheat 1965/66 s bs 
1966/67 12,918° 517 4.0 
1967/68 2,942 22.8 
1968/69 4,050 31.4 
1973/74" 6,070" 47.0* 
Maize 1965/66 i b 
1966/67 5,139° 207 4.0 
1967/68 287 5.6 
1968/69 400 we 
1973/74* 2,023* 39.4% 
Indonesia . Rice 1967/68 7,736° 1,057 13.7 
1968/69 1,218 15.7 
1969/70* 2,590* 33.5* 
1973/74* 4,000* 51.7* 
Malaysia . Rice 1965/66 , bd 
1966/67 512° 4.5 b 
1967/68 30* 5.8° 
Pakistan, East . . Rice 1966/67 8,900 0.2 > 
1967/68 81 a 
1968/69 160 1.9 
Pakistan, West . . . Rice 1967/68 1,393 4 B 
1968/69 380 27.3 
1969/70 405* 29,1" 
Wheat 1966/67 ¢ 101 by 
1967/68 5,841 960 16.4 
1968/69 2,430 41.6 
1970/71 2,428* 41.6" 
Pakistan Maize 1967/68 596 121 20.4 
1968/69 202* 33.9" 
1969/70 596* 100.0 
Philippines) whee xv Rice 1965/66 ‘ B 
1966/67 3,165 75 5 
1967/68 250 7) 
1968/69 450* 14.2* 
1969/70 750" 23:7* 
Maize 1967/68 2,196 120 5.5 
1968/69 380* 17,3* 
1969/70 440" 20.0" 
1970/71 500" 22.8" 
pasando, oma tee Rice 1967/68 6,410 ~ nil nil 
Sources; Ceylon: IRRI, Annual Report, 1968. 
India: Cummings, R. W., and Ray, S. K., “The new agricultural strategy: its contribu- 
tion to 1967/68 production”, Economic and Political Weekly, March 1969; Ministry of 
Food and Agriculture, Agriculture in Brief, 9th edition; Planning Commission, Annual 
Plan, 1969/70. 
Indonesia: Indonesia’s Five-Year Plan, 1969/70—1973/74; Asian Development Bank, 
Regional Seminar on Agriculture, Sydney, April 1969, 
Malaysia: IRRI, Annual Report, 1968. 
Pakistan: Pakistan Economic Survey, 1968-69; “Country Report on Agricultural Deve- 
lopment in Pakistan”, German Foundation for Developing Countries, Berlin Seminar, 
August 1968; East Pakistan, Economic Survey of East Pakistan, 1968/69. 
Philippines: Rice and Corn Production Coordinating Council, Updated Four-Year Rice 
and Corn Self-Sufficiency Program, 1967 and Expanded Corn Production Program, 
1968; ADB Sydney Seminar; IRRI, Annual Report, 1968. 
Thailand: Bank of Thailand, Monthly Report, January 1969, 
Notes: An asterisk indicates a target figure. 


Table I-A-11. Selected ECAFE countries: Area under 
high-yielding varieties (actual and targets) 


* Negligible. 

> Less than one per cent, 

© Average of 1965/66 to 1967/68. 
9 Average of 1966/67 to 1968/69. 
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IR-8 rice from the Philippines in 1967.18 Since then 
a tremendous effort has gone into multiplying new 
seed within the countries, themselves.17 Apart from 
scientific adaptation of seeds, which now forms a 
major occupation of research stations, quality of seed 
is beginning to be assured through certification, 
grading and scientific checking.!§ 


As to chemical fertilizer, consumption and 
domestic production during 1969-1973 are to grow 
annually by 27 per cent and 31 per cent respectively 
in India and by 18 per cent and over 60 per cent in 
Indonesia.!® In Pakistan and the Philippines, the 
target growth rates for fertilizer consumption exceed 
25 per cent per year. In Pakisian, the expansion of 
domestic production is one of the chief industrial 
targets of the Plan.2° In the Philippines, the domestic 
production of fertilizer in 1967 was about 63 per 
cent of total consumption. Existing productive 
capacity would apparently have been able to supply 
total domestic requirements twice over but was unable 
to compete in price with imported fertilizer.2!_ In 
terms of plan allocations, priorities within the 
industrial sectors have undergone a change. In the 
current plans®? of India and Pakistan, the expansion 
of fertilizer capacity accounts for almost one fifth of 
the total allocation for the industrial sector. The 
allocation of foreign exchange to imports of fertilizer, 
or machinery for producing it, claims a large part of 
the total export earnings of these countries. 


As regards irrigation, policy now tends to stress 
better control and management of water, rehabilitation 
and renovation of existing irrigation facilities, and a 
shift in favour of developing low-cost ground water 
resources by means of tubewells and pumping sets.2° 
In several instances, this tendency contrasts with the 
earlier strategy of heavy investment in major and 
medium works, ordinarily for spreading water over a 
large area as a protection against variations in rain- 
fall, but not necessarily in volumes sufficient for 
double-cropping or adapted to the water control 
requirement of cultivation with high-yielding varieties. 
In India, for instance, the present emphasis on 
ground water resources, on the rehabilitation of 
existing minor schemes, the completion of major 


16 International Rice Research Institute (IRRI), Department of Agri- 
cultural Economics, Annual Report, 1968. ; 

17 Annual Plan documents 1960/70 (India) and 1968/69 (Pakis- 
tan). For Pakistan, see also, country report at the ADB Seminar on 
Agriculture at Sydney, May 1969. 

18 Philippines: Updated Rice and Corn Self-Sufficiency Program 
(1967-1970). 

19 [ndonesian's Five-Year Plan, op. cit. 

20 Pakistan, Annual Plan, 1968/69. 

21 IRRI, Annual Report, 1968. 

22 Plan documents of India and Pakistan, op. cit. 

23 With the development of most of the possible sites for major 
irrigation, particularly in India where 46 per cent of the surface water 
resources are now already harnessed, further development of major 
and medium projects has become costlier. The development of minor 
works therefore provides a quick-yielding and low-cost alternative. 
See also Takase and Kano, in Asian Agricultural Survey, 1968, op. cit. 
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projects, and the initiation of new major and medium 
projects with a specific emphasis on better control 
and management of water, signifies a departure from 
the earlier priorities.24 In Pakistan, the focus is on 
the development of tubewells in West Pakistan and 
of low-lift pumping sets and various measures for 
flood control in East Pakistan. In the Philippines, 
the expansion of qualitatively superior irrigation 
facilities, planned under the Expanded and Unpdated 
Rice and Corn Programmes, involves a major initiative 
in a hitherto neglected area of agricultural develop- 
ment.2> Indonesia looks to new projects and large 
programmes of rehabilitation and repair of existing 
irrigation networks.?° 


While the new policies are being worked out, 
it has to be accepted that irrigation conditions are 
not always suitable for the production of the high- 
yielding varieties. Facilities for water control and 
management in Indonesia and East Pakistan are 
inadequate to sustain an increase in yield through 
the new varieties. Even in India, West Pakistan and 
the Philippines, the conditions for water control are 
hardly satisfactory over large parts of the irrigated 
area.?? 


To attract farmers to the new varieties, price 
incentives are offered in all the countries. The iacen- 
tive includes the promise to maintain support for 
output prices as an assurance against sharp declines 
in prices due to overproduction.28 Such policies have 
been pursued ever since the introduction of the new 
varieties. In India, in fact, a small premium was 
given for the sale of the new varieties,2® over and 
above the support prices which are announced well 
before harvesting. In Pakistan, such prices are 
announced for a longer period and the government 
remains committed to support these prices. Long- 
term stabilization of prices is the object of buffer- 
stock policies in India, Indonesia and the Philippines. 


Subsidies on fertilizer, pesticides, electricity, and 
agricultural implements etc. (as a part of the over- 
all policies of rapid yield increase) continue in 
Pakistan, especially in East Pakistan, but on a 
gradually declining scale2® In India and_ the 
Philippines, however, subsidies on these inputs, and 
particularly on fertilizer, have recently been withdrawn 


24India, Planning Commission, Fourth Five Year Plan 1969-74 
(draft). 
4 25 As is obvious from the extremely low irrigation ratio (see chapter 
ye 
26 Top priority is given to maintenance, improvement and extension 
of irrigation in Indonesia, see Five-Year Plan, 1969/70—1973/74, 
op. cit. 
27 IRRI, Annual Report, 1968, p. 63. See also K. Takase and T. 
Kano, op. cit. 
28 FAO, Indicative Plan (1968), also favours such a policy as an 
incentive for the farmers to adopt high-yielding varieties. 
29 Report of the Agricultural Prices Commission on Price Policy for 
Kharif Cereals, 1967-68 Season. 
30 See Planning Commission, Ou/line of the Fourth Plan of Pakistan. 
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(in India in 1967-1968 and in 1964 in the 
Philippines). Both countries are now in fact levying 
taxes on fertilizers: the Philippines by an import 
duty of 20 per cent and a sales tax of about 7 per 
cent;*! India by a 10 per cent excise duty. In India, 
concessional rates have continued for electricity, 
water from public irrgation works and _ pesticides, 
besides large subsidies on private investment in minor 
irrigation.*? Some such indirect subsidies and con- 
cessional rates for agricultural inputs are also avail- 
able in the Philippines. 


The cash requirements of the new techniques are 
very high by the traditional standards of farm finance. 
All the countries propose to provide institutional credit 
at a rate substantially lower than the market rate. 
But rates occasionally matter less than the organization 
of credit: after the drastic changes in the organization 
of agricultural credit in the Philippines, institutional 
credit per hectare rose to about $60, compared with 
$3.4 in India and $1.8 in Pakistan.?3 Finally, in 
Indonesia, the whole package of inputs under BIMAS 
and its variants, and under INMAS (with the exception 
of credit in the INMAS programmes), is highly 
subsidized.*4 


While support prices are used practically every- 
where to keep output prices high (higher than on the 
average of the past and higher than import prices), 
there is now in several countries a tendency to lessen 
the size or range of input subsidies. This may 
occasionally be the easiest way of reducing the 
transfers of income to agriculture. It is nevertheless 
far from clear whether the incentives to adopt and 
persevere with new techniques are most efficiently 
administered through high guaranteed output prices 
or through low prices for the inputs which are 
spceific requirements of the technique. The question 
is acute where taxes are levied on fertilizers while 
grain prices are kept high. 


While there are thus broad similarities between 
the policies of the four countries which appear as the 
most representative followers of the new agricultural 
approach, their policies also display several funda- 
mental differences in objectives, methods and 
organization. While water is crucial for an area to 
be double-cropped, this programme for multiple- 
cropping is based entirely on another revolutionary 
characteristic of the high-yielding varieties,®° namely 
non-photo-sensitivity which reduces the duration of 
growth and hence makes possible more than one crop, 


31 Some concessions are allowed on the sale of fertilizers through 
cooperatives. 

32 Government Budget, 1969/70 and Fourth Five-Year Plan 1969- 
74. 

33 Ishikawa, “A Study on Agricultural Development Strategies”, 
ADB (mimeo.). 

34 Indonesia’s Five-Year Plan, op. cit. 

35 India, Fourth Five-Year Plan 1969-74, and documents from the 
Ministry of Food and Agriculture. 


sometimes more than two crops, in a year. This is 
clearly different from the traditional concept of double- 
cropping which is entirely determined by the avail- 
ability of water. Multiple-cropping made possible 
by the short maturity of the new varieties may 
ultimately become an integral part of the objectives 
and policies in other countries, but it is not as clearly 
stressed as in the case of India. 


As regards method, there is a major difference 
between the policy in Indonesia and those of the other 
countries which follow the new agricultural policy. In 
Indonesia, farmers in the areas which have been 
selected as suitable for the introduction of the new 
techniques are offered a package consisting of physical 
inputs given on credit, to take or to leave.*® 


The material inputs, viz. fertilizers, pesticides and 
insecticides and seed, are provided in kind, and the 
entire package (including the living allowance to the 
farming household) is to be bought with the help 
of cheap credit through institutional agencies. This 
arrangement apparently ensures the adoption of the 
package at full or nearly full level, depending of 
course on the efficiency of the organization. The 
importance given to plant protection chemicals is also 
striking.37 Under the BIMAS Scheme and BIMAS 
BARU Gotong Rojong (a scheme dependent upon the 
collaboration of foreign firms which supply the 
insecticides and pesticides) particular emphasis is laid 
on plant protection chemicals.%* 


In India, Pakistan and the Philippines, on the 
other hand, it is left to the farmers to determine the 
level, that is, the quantities and ratios of inputs, at 
which they will adopt the new technique. The contrast 
between these different ways of implanting the new 
techniques is, firstly, in the supply of inputs: the 
Indonesian system aims to supply at the farm level 


36 In practice, however, the full package may not always be used. 
It is, for example, reported that farmers sold fertilizer obtained under 
the package at two thirds of its price in the villages. 

37 The area under these two programmes is about 50 per cent of the 
total area under all programmes. See Department of Agriculture, 
Republic of Indonesia, Decision of the Minister of Agriculture, No. 
355/Kpts/Um/9/1969 (mimeo.). 

38 The following two packages (BIMAS and BIMAS BARU Gotong 
Rojong) indicate the emphasis on plant protection materials. 

Credit to be supplied by Bank Rakjat Indonesia is based on the 
following package per hectare: 


Package Package 
A: Rp 13,975 B: Rp 9,485 
1. Urea fertilizer 200 kg 6,300 100 kg 3,150 
2. T.S.P. fertilizer 50 kg 1,550 35 kg 1,685 
3. Insecticide ES 2,750 era E 2,750 
4. Zinc phosphide 100 g 400 100 g 400 
5. Use of sprayer: 
rent and fee a 600 — 600 
6. Seed 25 kg 875 -~ — 
7. Cost of living and increased 
cultivation costs 1,500 1,500 


Package A uses HYV, B uses local, improved varieties. 
Ibid. 
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in pre-determined proportions. Secondly, the contrast 
lies in the functions of the farmer as a production 
planner and at the same time also in the provision 
of information. The Indonesian technique purports to 
convey information in the form of physical supplies. 
Errors and evasions through resale remain possible, of 
course, in the Indonesian system, and the system limits 
the farmer’s ability to experiment. Furthermore, there 
is no guarantee that the basic information about the 
suitability of the areas selected for concentrated 
development is better than that in other countries. 


A difference in organizational principle between 
the approaches of these countries lies in the roles 
assigned to the public and private sectors. In 
Indonesia, the major responsibility for agricultural 
development rests with the Government. The Govern- 
ment is least concerned in the Philippines where its 
action includes the development of major and medium 
irrigation works, provision of infrastructure roads, 
communication channels and storage, to facilitate the 
supply of inputs and the disposal of output.®? 
Pakistan, on the whole, favours private initiative and 
is encouraged in this by the large investment in private 
tubewells in West Pakistan and by private mechaniza- 
tion and the domestic production of fertilizers. In 
India, while the Government proposes to keep the 
initiative, market forces are favoured in the dis- 
tribution of fertilizers and privately motivated deve- 
lopment of ground water resources is encouraged. 


Elements of the alternative policies: Ceylon, Malaysia 
and Thailand 


The distribution of emphasis in the agricultural 
policy of Ceylon, Malaysia and Thailand contrasts 
with that of the four countries discussed so far in 
the priority which is given to the development of 
irrigation with a view to increasing both area 
(cultivated as well as double-cropped) and _ yield. 
Unlike the concentration on high-yielding food crops 
in the other countries, the objectives and policies in 
these three countries give equal attention to the 
development of non-food (cash and export) crops. 


In Ceylon, agricultural strategy broadly consists 
of rapid import substitution in the non-export crops 
and the maintenance and, if possible, enlargement, of 
earnings form the export crops. Under the first head, 
the main emphasis is on paddy which accounts for a 
sizeable part of the total import bill. The production 
of subsidiary crops, such as onions, potatoes, chillies, 
maize, sorghum and pulses, is another object of this 
policy. 


The addition to the production of non-export 
crops is to come largely from increases in cultivated 


area and land development. In the period 1966-1970, 


39 Four-Year Economic Program for the Philippines, Fiscal Years 
1967-1970, 
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100,000 acres of assweddamized land (i.e. land pre- 
pared for paddy cultivation) is to be put under paddy 
cultivation and is to be made available for double- 
cropping by rapid expansion of irrigation facilities. 
Roughly 70 per cent of the public allocation for paddy 
has been earmarked for this purpose. The remaining 
30 per cent is to be applied to increasing yields on 
existing irrigated land.4° The production of sub- 
sidiary crops is to be raised through crop diversifica- 
tion. 


Increases in yield on the existing irrigated land 
are expected mainly as a result of extensions to the 
area under local high-yielding varieties (H-4 and H-8) 
which already forms some 75 per cent of the total 
irrigated area under rice.44 These varieties mature 
in about 120 days. They “have raised yield from 
around 60 bushels to well over 100 bushels per 
acre... They are similar in plant-type to the tradi- 
tionally grown varieties and do not need very 
sophisticated management. They are more resistant to 
diseases and respond well at moderate level of 
fertilization, viz. 80 lb of N per acre.”42 They have 
been found to give relatively high yields (some- 
times comparable to those of IR-8) at low doses of 
fertilizer.42 IR-8 is being gradually introduced in 
selected regions‘4 but has not yet become popular. 
The proportion of area under the new high-yielding 
varieties remains correspondingly low (table I-A-11). 


The importance accorded to land development 
and irrigation is reflected in the public investment 
allocations: in the five years from 1966/67 to 1970/71, 
55 per cent of the total investment in the agricultural 
sector has been allotted to irrigation and land develop- 
ment. In irrigation, the emphasis is on minor 
irrigation projects (including tanks and_ low-lift 
pumps) on better management and control and on the 
rehabilitation of existing schemes*® and their improve- 
ment through drainage. Irrigation is to be developed 
with the twin purpose of bringing more land under 
cultivation and under double-cropping, and of prepar- 
ing land for intensive cultivation and, hence, increas- 
ing yields. 


Under support programmes which date back to 
the middle of the 1950s, Ceylon supports the prices 
of paddy, maize, sorghum and chillies. Substantial 


40 The Development Programme, 1966-67; Economic Development, 
1966-68, Review and Trends, 1967; and FAO/IBRD Programme, 
Report of the Irrigation Programme Review, January 1968. 

41 Central Bank of Ceylon, Annual Report, 1968. 

42 Reply to ECAFE Questionnaire on Agriculture, 1969. 

43 “Experiments carried out in the past have shown that IR-8 with 
the new plant type gives 10-20 per cent increased yield at nitrogen 
levels up to 120 lb N per acre... . At lower levels of management 
IR-8 could give even a lower yield than H-4.” ibid. 

+ 44 Ceylon, country paper at the IRC, Tokyo, October 1968, and 
country paper at FAO, March 1969, 
45 Economic Development, 1966-68, 
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subsidies are given for fertilizer inputs*® and for the 
replanting of tea, rubber and coconuts.47 Under the 
rice breeding and rice extension programme, certified 
paddy seed is sold to farmers at a subsidized price.48 
Further measures are proposed to expand the use of 
fertilizers (mainly through large-scale subsidies), 
pesticides and tractors. Attempts are now being made 
to initiate the domestic production of fertilizers and 
the assembly of tractors. 


In Malaysia, again, the general agricultural 
policy lays heavy emphasis on the development of 
new land and the rapid expansion of irrigation. The 
First Malaysia Plan (1966-1970) ranks agricultural 
priorities as follows: 


(1) opening up new land from jungle at an 
accelerated pace; (2) raising the productivity and 
production of rubber by further replanting on small 
holdings; (3) expanding rice and other food crop 
production, mainly through drainage and irrigation to 
expand double-cropping; (4) expanding crops such 
as oil palm to improve export earnings; and (5) 
stepping up research to provide new crop and livestock 
possibilities. 


The development of new land and of irrigation 
forms about 65 per cent of the total plan allocation 
for agriculture or about three times as much as the 
total allocation for industrial development. An 
expansion of irrigation, with the accent on better 
drainage and greater cropping intensity,4® should 
ultimately increase yields. 


The low proportion of area under the new 
varieties appears to reflect government policy. The 
introduction of these varieties (IR-8 under the new 
name of Ria) on a limited scale was mainly intended 
to direct agronomic research towards the evolution 
of varieties suitable to local conditions. The pre- 
ference for padi Bahagia®® reflects a cautions and 
pragmatic approach towards the use of genetically 
improved varieties. Under appropriate conditions 
“Baghagia gives good yield of about 5,000 kg/ha at 
moderate fertilizer application of about 60-90 kg/ha 
of N together with the appropriate application of 


4650 per cent on cash purchases and 334 per cent on credit pur- 
chases. From 15 October 1968 a uniform subsidy of 50 per cent 
is allowed. Ministry of Food and Agriculture, Agricultural Develop- 
ment in Ceylon, September 1967, p. 32. 

47 Replantation subsidies are Rs 3,750 per acre for tea on tea estates 
and small holdings, Rs 1.400—1,500 for rubber, and coconut seedlings 
are distributed at subsidized prices. Reply to ECAFE Questionnaire 
on Agriculture, 1969. 

48 Ibid. 

49 The completion of the two major irrigation schemes, the Muda 
River Irrigation Project and Kemubu Irrigation Project (both in West 
Malaysia), is expected to bring 300,000 hectares of paddy lands under 
double-cropping. By 1972, when all such schemes are completed, as 
much as 50 per cent of the total paddy area will be double-cropped. 
See Malaysia’s country paper by T. K. Van at the International Rice 
Commission, November 1968 (infra). 

50 A cross between Peta and Tangkai Rotan — a Malaysian local 
which was released in late 1968, particularly for double-cropping. 


phosphate and potash”.®! This approach is in contrast 
with the emphasis in other countries on the propaga- 
tion of IR-8, IR-5 or similar varieties which require 
about 150 kg/ha of N and 50-80 kg/ha each of 
phosphate and potash. The Malaysian approach 
envisages changes in the present farming techniques 
less drastic than those required by IR-8.52 


The emphasis in the plan on the creation of 
infrastructure and on the use of mechanical power, 
particularly for land preparation, is determined by 
the drive to expand supplies of fertilizers and presti- 
cides so as to raise yields on the double-cropped 
areas. 


As in other countries, prices of rice are supported, 
the level of support being not too far out of line 
with the price of rice in the domestic market.53 Most 
of the inputs are subsidized, but the major beneficiary 
of government subsidies is rubber which alone 
accounts for about 15 per cent of the total allocation 
to the agricultural sector.®4 


The strong emphasis on research, agricultural 
education, extension and rural credit and marketing is 
also clear from the allocation of about 8 per cent 
of total agricultural development expenditure, a much 
greater proportion than in any other country.®® 


Thailand also retains relatively large land 
resources. It is, also, a traditional and relatively 
highly diversified agricultural exporter. The main 
objective of its agricultural policies is to accelerate 
and diversify production, chiefly through land deve- 
lopment and irrigation, flood control and other 
infrastructural projects.°® Irrigation and flood control 
being major factors in raising yields, these measures 
are likely to raise output by increasing the cultivated 
area as well as yields. 


Thailand’s policy reflects reservations about the 
new varieties, particularly of rice.67 The inferior 
grain quality of IR-8, when compared with local 
varieties, and the unsuitable hydrological conditions, 
make it difficult to adopt IR-8 without major changes 
in existing production patterns. The uncertain inter- 
national demand for rice, and what seems to be the 
high degree of risk attending the use of IR-8, appear 
to have influenced Thailand in rejecting the use of 
high-yield varieties. 

51 T, K. Van, “Some Technical and Institutional Considerations of 
Rice Production in West Malaysia”, IRC/68/VI-3, October-November 
1968, p. 8. 

52 Ibid. 

53 Malaysia, Study Group on Grains, “National Grain Policy 1968” 
(mimeo.), (prepared for FAO). 

54 First Malaysia Plan, 1966-1970. 

55 Ibid. 

56 The National Economic Development Board, The Second Na- 
tional Economic and Social Development Plan, 1967-1971, Bangkok, 
1967. 

57 Sala Dasanada, country paper at the IRC session, Tokyo, Novem- 
ber 1968. 
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Yields are to rise through improvements in the 
regulation of water on irrigated lands and the wider 
application of fertilizer and pesticides. The prices 
of the latter are subsidized and their supply is to he 
enlarged in part through the development of local 
production.®8 The Government seeks to support pro- 
ducer prices of rice and to insulate the domestic 
price from external fluctuations by varying the export 
tax. 


Summary 


The emphasis on raising agricultural productivity 
through the wide application of a new technology is 
characteristic of present agricultural policy in India, 
Indonesia, Pakistan and the Philippines. The new 
technology is centred on the exploitation of either or 
both of the major characteristics of the new, genetical- 
ly superior varieties: (1) their extremely high-yield 
potential and (2) their non-photo-sensitivity which 
reduces the maturity period and permits multiple- 
cropping. 


Relatively large quantities of chemical fertilizer, 
plant protection chemicals and relatively sophisticated 
regulation and control of water being essential 
ingredients of this technique, the allocation of 
resources and the construction of institutions to assure 
their availability and distribution have become one 
of the central preoccupations, if not, in fact, the 
chief preoccupation, of economic policy. 


In Ceylon, Malaysia and Thailand, on the other 
hand, somewhat different lines of policy are being 
followed. Lnad development and irrigation, the 
central elements of their policy, will ultimately raise 
agricultural output by raising both area (cultivated and 
double-cropped) and yield, the latter mainly through 
the stabilization of agricultural output. 


The Malaysian approach is characterized by 
emphasis on double-cropping and the associated effort 
to improve the conditions of water supply. This will 
have a stabilizing effect on yield, which may then 
be further increased by a more energetic use of 
“modern” inputs, including high-yielding — seed, 
chemical fertilizers and machines, all of which are 
complementary with water inputs. Malaysia’s chosen 
road to agricultural growth is also reflected in her 
choice of locally suitable high-yielding varieties which 
give fairly large increases of yield with moderate 
doses of fertilizers. 


°8 The Second National Economic and Social Development Plan, 
1967-1971. 


The alternative approaches to agricultural policy 
which this chapter considers can be illustrated by 
the different attitudes of Malaysia and India towards 
the promotion of double-cropping. In Malaysia, 
double-cropping is seen as the main avenue to 
increased yields. Double-cropping, with local seeds, 
is to be based on an extension of irrigation. In 
India, double-cropping is to be expanded by relying 
predominantly on the recognized potentialities of 
quick-maturing, high-yielding varieties. In practice, 
this means that Indian agricultural policy seeks to 
promote double-cropping through the introduction of 
the new varieties into existing irrigated areas or areas 
of assured rainfall. The adequacy, volume and quality 
of the water supply are prerequisites for the success 
of the Indian policy of propagating high-yielding 
varieties; they are even more critical for the success 
of expanded double-cropping. Similar considerations 
may also apply to the policy proposed and followed 
by Ceylon. 


Thailand’s emphasis on land development and 
irrigation represents the conventional methods of 
raising output mainly by extensive cultivation. 
Increases in yield appear as the “external” effects 
of irrigation and flood control. The emphasis on 
research, and the cautious attitude to the use of 
varieties with a high fertilizer response, may have 
stemmed from a preference to wait and experiment. 


The “new strategy” seems consistent with certain 
hypotheses about the « onditions of traditional agricul- 
ture and the motive force for its modernization. The 
new strategy relies on the economic incentives 
generated by the high inherent productivity and pro- 
fitability of the exotic varieties when combined with 
“modern inputs”. It thus relies not only on the 
eficiency of farmers but also on their ability to 
respond to such incentives. Frequently, the policy 
gives the appearance of being indifferent towards 
institutional arrangements, including landlord-tenant 
relationships, and towards questions of equity. Its 
strong bias in favour of food requires for its justi- 
fication the maintenance of a steadily increasing 
effective demand for domestically produced food. 
Since effective demand is sensitive to prices, there 
arises the question of consistency between the required 
expansion of demand and the high incentive prices 
which form a standard ingredient of the new policies.®® 

59 §. Ishikawa, “A Study of Agricultural Development Strategies’, 


op. cit. FAO, Indicative World Plan for Agricultural Development, 
October 1968, is based on a similar framework. 
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Chapter IV 
THE IMPLICATIONS OF CULTIVATING HIGH-YIELDING VARIETIES 


Technical aspects 


The scientific breakthrough, which seems to have 
opened entirely new possibilities for the application of 
technology to agriculture, occurred in the breeding 
of high-yielding varieties of wheat, rice, maize, 
sorghum, and millet.!_ The research which culminated 
in the biological breakthrough resulted in the combina- 
tion of the desirable characteristics of the japonica 
with those of the indicas. The japonica is char- 
acterized by dwarfism which is associated with high 
grain yield, stiff stem which reduces the susceptibility 
to lodging and thus increases yield, and erect and 
thrifty leafy growth which facilitates proper photo- 
synthesis, i.e. enables the plant to get maximum heat 
and shortens the growth duration. Jndicas possess 
better grain quality due to seed dormancy and greater 
resistance to diseases in tropical conditions. 


The crucial stages in this process were the 
development in the 1950s and early 1960s of improved 
indica varieties of rice, such as H4 and H8 in Ceylon, 
ADT-27 in India, BPI-76 in the Philippines, Peta and 


others in Indonesia and Tangkai Rotan in Malaysia.? 


In the case of wheat, the Mexican dwarf variety 
was successfully transplanted to both India and 
Pakistan. Further work in the two countries was 
mainly directed to improving the grain quality so 
as to overcome consumer resistance and reduce 
vulnerability to diseases. It resulted in the develop- 


1 For example, the introduction of the Mexican dwarf varieties of 
wheat and their further improvements in India and Pakistan owes its 
success to the initial crossing of tall, leafy, weak-stemmed indica with 
the short-statured, stiff-stemmed and erect-leaved japonica variety, 
Norin 10. This was accomplished in the United States of America 
after the Second World War. More or less, the same factors were 
responsible for the development of new varieties of rice for tropical 
regions which accelerated after the development of the Taichung 
Native-1 (a semi-dwarf variety) in Taiwan in 1949. 


2 The desired characteristics: dwarfism, high yield, non-photo- 
sensitivity and fertilizer responsiveness, were obtained by crossing 
these with the semi-dwarf Taiwanese indica variety Dee-geo-woo-gen 
which possessed the characteristics of japonica. The “miracle” IB-8 
rice of the International Rice Research Institute which was officially 
recommended for cultivation in October 1966, having both high-yield 
potential and non-photo-sensitivity, is a cross between peta (an Indo- 
nesian improved indica) and Dee-geo-woo-gen. Another well-known 
high-yielding variety, IR-5, is a semi-dwarf developed at the IRRI as 
a cross between two improved indicas, Peta and Tangkai Rotan. Thai- 
land has developed an equally high-yielding medium-high variety by 
crossing its improved indica, Leung Toang, with IR-8. For compre- 
hensive discussion of the technical characteristics of desired plant types 
for the tropics, see “The Mineral Nutrition of Rice Plants”, paper 
presented at a Symposium at the International Rice Research Institute; 
A. Tanaka, “Growth Habits of the Plant in the Tropics and Its Effect 
on Nitrogen Response”. 


ment of varieties superior to those imported from 
Mexico.® 


Similar efforts to improve grain quality and 
disease resistance of rice are now in progress at the 
International Rice Research Institute (Philippines) 
and in India, Thailand and Malaysia. The recent 
development of C4-63 in the Philippines, Padma and 
Jaya in India,® 17-5-1-1 and 56-1-2 (LT x IR-8) in 
Thailand,® and Bahagia (a sister strain of IR-5) in 
Malaysia,’ are some of the notable results. 


The development of synthetic and hybrid maize 
in the Philippines, India and Pakistan, and similar 
developments in sorghum and pearl millet in India, 
mark the spreading oe the new high- yielding technology 
to further grains. 


The biological breakthrough has opened vast 
opportunities for increasing yields, and for greater 
cropping intensity through multiple-cropping and 
improvement in crop rotation. It has, however, also 
brought with it technical requirements of cultivation 
which are characteristic of the japonica and dwarf 
and semi-dwarf varieties. The crucial conditions for 
realizing the yield potential are heavy doses of 
chemical fertilizers, and technically superior water 
control and management. Cultivation is attended by 
high subsidiary vegetative growth, such as accom- 
panies heavy fertilization, and by susceptibility to 
pests and diseases, floods and droughts. 


3 Such as Sonalika (S-308), Sonora-64 or Kalyan-sona (K-227), in 
India (Swaminathan, “Technological aspects of the High-Yielding 
Varieties Programme”, Economic and Political Weekly, Annual Num- 
ber, February 1969) and Mexi-Pak 65, Indus-66 and Mexi-Pak 69 
(which is resistant to leaf and stem rust). New Mexi-Pak varieties 
have also been developed, e.g. Khushhal 69 and Mangala (Asian Deve- 
lopment Bank, Regional Seminar on Agriculture, Sydney, April 1969; 
country paper by A. Wahab). 

4 This was developed by the College of Agriculture, Philippines. 
It has better grain quality and is finding wider acceptance than IR-8. 
See R. Barker, “The Role of the International Rice Research Institute 
in the Development and Dissemination of New Rice Varieties’, 
(mimeo.), 1969. 

5 “Experimental data on Jaya indicate a yield potential that is 10 
per cent superior to the yield of IR-8, and it has a 10 day earlier 
maturity; it is somewhat more resistant than IR-8 to the diseases of 
blight and pelast; and it has fairly wide adaptability to the geographic 
diversity of the nation’s rice areas and to the annual cycle of heavy 
monsoonal cloud cover and bright rabi sunshine. Padma has a grain 
quality superior to the earlier dwarfs, and it can be expected to find 
its greatest usefulness in seasons requiring a short duration variety 
such as the doro planting in north-eastern India and in multi-crop 
rotation”. W.D. Hopper and W. H. Freeman, Economic and Politi- 
cal Weekly, March 1969, 

6 These varieties have comparable yield potential, IR-8 having 
better grain, and are medium-tall. 

7%t was released in September 1968 and is a selection made under 
Malaysian conditions from early bulk seed of the cross, Peta x Tangkai 
Rotan, obtained from IRRI in 1964, Paper to the IRC, Tokyo, op. cit., 


p. 8. 
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These characteristics of the new varieties have 
been demonstrated by co-ordinated trials and experi- 
ments in different regions of some countries. In the 
Philippines, IR-8 has consistently given yields of about 
7.0 tons per hectare in the wet season and 9.0 tons 
in the dry season. High yields of 6-7 tons per ha 
were obtained from these varieties at experimental 
stations in India® and Thailand.!° The corresponding 
yields of Taichung Native-] in the Philippines and 
India have been about 5 tons per ha. By and large, 
similar yields have been recorded for the recently 
developed “improved” high-yielding varieties, such as 
C4.63,1! Padma or Jaya, which require much lower 
doses of fertilizer than the earlier generations of high- 
yielding varieties. These yields may be compared 
with the average national yields amounting to 1.3-2.5 
tons'® per ha in these countries: if the full yield 
potential of the high-yielding varieties were to be 
realized, the prevailing yields could be raised by 300 
to 500 per cent. 


The experimental yields of wheat (Lermo Rojo, 
S-64 and K-227)'4 in India were about 3.5 to 5.0 
tons per ha. This was about 400 to 500 per cent 
larger than the average yield of about 0.92 tons/ha 
between 1964/65 and 1967/68.15 Similar yield 
potentials were discovered in hybrid maize, sorghum 
and pearl millet. The results obtainéd for maize in 
India are consistent with the results of similar 
experiments in the Philippines.!® 


The non-photo-sensitivity of all these varieties, 
particularly of rice and other cereals, is reflected in 
the short duration of growth and in height. IR-8 
and IR-5 mature in 100-125 days which is about 
20-30 days less than the period required by the native 
indicas. The height of IR-8 is about 90.0 cm com- 
pared with about 150 cm for local varieties. IR-5 
grows to 120-125 cm and is regarded as medium- 
tall.17 Dwarf Mexican wheat and its variants are 
considerably shorter than the local indicas. 


8S, Ishikawa, “Development Strategies”, op. cit., p. 24; and IRRI 
reports, 

91, J. Singh, T. K. Choudhury and D, Rao, “Respofse of Some 
High-Yielding Paddy Varieties to Nitrogen: An Economic Analysis”, 
India Journal of Agricultural Economics, October-December 1968, 

10 Rice Department, Bangkok. 

11 IRRI reports. 

12%ndia, Annual Plan, 1969-70. 

13In the period 1964/65 to 1966/67, the average yield of rice in 
tons/ha was 2.63 in Malaysia, 1.89 Ceylon, 1,82 in Indonesia, 1.72 in 
Pakistan, 1.67 in Thailand and 1.31 in the Philippines. (Asian Deve- 
lopment Bank, Asia Tables, Manila, March 1969, Tables A-2, 3.) 

141, J. Singh and K. C. Sharma, ‘Response of Some Mexican Seed 
Varieties and Indian Amber Varieties to Nitrogen”, and K, C, Kaul, 
“Response of HYV of Wheat to Nitrogen”, Indian Journal of Agri- 
cultural Economics, October-December 1968, 

5 India, Ministry of Food and Agriculture, Area, Production and 
Yield of Principal Crops in India, 1949-50 to 1967-68, 

16 Expanded Corn Production Program, op. cit. 

17 IRRI, experimental results. 
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High yields accrue under controlled conditions, 
particularly under assured and regulated water 
supplies, and with large doses of fertilizers and plant 
protection chemicals. 


The doses of fertilizers (nitrogen, phosphate and 
potash) required for “maximum yield”,!? and not 
normally attainable in economic farm enterprise, vary 
according to soil and climatic conditions2° Generally 
speaking, 100-200 kg/ha of nitrogen (ammonium 
sulphate) in addition to a basal dose of 40-80 kg/ha 
of all three types of fertilizers are needed to exhaust 
the yield potential of the high-yielding varieties. For 
wheat, the required doses of fertilizers are of the same 
order! For maize, sorghum and millet, the quantity 
of chemical fertilizer required to give maximum yields 
may not be as large as for rice and wheat but it is 
still many times larger than the average application 
per ha which is usual in these countries.** 


Since most of the high-yielding varieties have 
inherited a susceptibility to various pests and diseases, 
their need for plant protection chemicals is high. 
The application of large doses of fertilizers also 
accelerates the growth of weeds which flourish in 
tropical conditions." While no quantitative estimates 
of plant protection materials per ha are available, the 
large experimental yields were presumably not possible 
without large doses of such chemicals. 


Regulated and managed water inputs stand in a 
relation of crucial complementarity to heavy doses of 
fertilizer. The need for water and the required extent 
of water control and regulation differ from crop to 
crop. The requirements of rice are by far the largest 
in terms of both absolute quantity’ and the necessary 
degree of control and management. While conven- 
tional and new varieties may not differ much as 
regards quantity of water, a much higher degree of 
control and regulation is needed for the latter.*® 


18“Maximum yield” derived from the yield-fertilizer response 
function at a point where the first derivative is zero and the second 
derivative is negative. 

19 Tn Maligaya in Central Luzon, Philippines, during the wet season 
of 1966/67, the fertilizer dose for obtaining maximum yield was about 
120-150 kg/ha and, in the dry season, about 180 kg/ha (IRRI, 
Annual Report, 1968), In Thailand, the required doses of fertilizer 
for IR-8 and IR-5 at various experimental stations were also around 
150 kg/ha of nitrogen (Rice Department, Thailand), 

20 For rice and wheat, the fertilizer required to achieve the maxi- 
mum yields of 7 and 5 tons respectively, is around 150 kg/ha of 
nitrogen and a basal dose of 80 kg/ha of superphosphate, I, J. 
Singh, T. K, Choudhury, D, Rao and K. C, Sharma, op. eit.). 

21 The figures relate to 1965/66. Since then the average applica- 
tion has considerably increased, but present quantities are still far 
below the requirements of maximum yield, 

ey College of Agriculture, Philippines, Rice Production Manual, p. 
183. 

23 Water requirement of rice are about three times larger than those 
of wheat, maize and sorghum; table A-3.4, Asian Development Bank, 
Asia Tables, op. cit. 

24), S, Kanwar, “From Protective to Productive Irrigation”, Beono- 
mic and Political Weekly, March 1969, 
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Excess or deficiency of water may cause sharp reduc» 
tions in yield for given amounts of fertilizer.26 


Even under experimental conditions, annual 
changes in climatic conditions have a large effect on 
the responses of yield to fertilizer, The annual 
variability in yields is particularly marked between 
the wet and the dry seasons. Most of the rice is 
grown in the wet season which is marked by frequent 
typhoons, floods, and droughts. Experiments by the 
International Rice Research Institute suggest that the 
relative advantage enjoyed by regions of dry climate 
production is due not only to the high-yield potential, 
but also to the relatively stable response of yield to 
fertilizer.2" Better performance in dry regions, how- 
ever, is conditional on larger quantities and better 
control of water. 


Perhaps the most critical technical requirement of 
high yields is the manner and timing of application 
of the various inputs. Requirements in this respect 
vary with soil fertility and environmental conditions. 
Further, while the short stature of the high-yielding 
varieties contributes to the increase in yield, under 
regulated conditions of water, it reduces yield con- 
siderably under such flood conditions as are found 
in the central regions of Thailand and Kast Pakistan. 
Under gravity-flow methods of irrigation, yield 
increases may be retarded because plant nutrients are 
likely to be washed away. 


The extremely high yield potential (10-15 tons 
per hectare per year, allowing for double-cropping), 
and the relatively short maturing period of the high- 
yielding varieties have been clearly established, but 
they make substantial technical demands, particularly 
for regulated and controlled supplies of water and 
appropriate doses, perfect timing and precise combina. 
tion of the basic inputs.28 These demands differ 
widely between regions and between times within a 
crop year. 


The economics of cultivating high-yielding varieties 
Yields and profitability 


The profitability of the new varieties depends on 
the conditions under which the observed yields were 


25 Takase and Kano, in Asian Development Bank, Asian Agrictl- 
tural Survey, 1968, pp. 527 and 540, See also the comprehensive 
schedule for drainage and irrigation for low-land early maturing 
varieties under the alternative methods of “soil submergence” through 
continuous flooding and “intermittent irrigation and drainage”, in the 
Rice Production Manual, op. cit., pp. 109-110, 

26 In the wet season, the yield varied between 6,288 kg/ha in 1966, 
3,142 kg/ha in 1967 and 5,440 kg/ha in 1968, ‘The corresponding 
optimum levels of fertilizer used were 104.8 and 128 kg/ha respec- 
tively. On the other hand, the dry season yiclds were 6,855, 7,346 
and 7,259 kg/ha, and optimal fertilizer doses were 162, 153, 157 keg/ 
ha respectively during 1966, 1967 and 1968. (IRRI, Annual Report, 
1968, pp. 16-18). Optimal doses are calculated by equating the 
marginal revenue with marginal cost, at prevailing relative prices of 
fertilizer and rice. 

27 Even the inappropriate cornbination of various types of fertilizers 
affects yield. For example, excessive doses of nitrogen without a 
commensurate dose of phosphatic fertilizer caused bacterial blight at 
certain places in India. See Ministry of Food and Agriculture, 
Report, 1967-68, p. 12. 


achieved, and on prices, The calculations are 
frequently based on the support prices for prains 
(which, while often below market prices, stand in a 
dubious relation to producer prices), and on the 
market prices for fertilizer. Given prevailing prices, 
the high yields achieved under experimental gonditions 
(5-6 tons/ha at the most profitable level of fertilizer 
use), result in substantial profits after meeting all 
other additional costs, such as labour, plant protec: 
tion chemicals, and interest on fixed and working 
capital. 


High-yield potential under experimental conditions 
and equally high profitability under conditions of 
perfect certainty are no guide to what will happen 
on the farms where widely different conditions prevail. 
This much is evident from the wide gap between actual 
and potential yields: the actual performance of the 
new varieties appears less spectacular, even when 
compared with that of local varieties grown under 
similar conditions (table [I-A-12). 


Broadly speaking, the yields of the high-yielding 
varieties grown on farmers’ fields, under relatively 
suitable conditions,2” have been found to be about one 
fifth to one fourth of the yield potential established 
in experienments. The yields of the new varieties 
exceeded those of local varieties by about 40-50 per 
cent for rice, 80-100 per cent for wheat and around 
100 per cent for other cereals, The transition from 
local to new varieties raised profitability in a lesser 
proportion than yields; at farm level, costs rose propor: 
tionately faster than yields, 


The impact of the new varieties on average crop 
yields is not yet established, Inereases in yields in 
India in 1967/68 were small, with only 6,2 per cent 
of the total area under high-yielding varieties of 
foodgrains.“° In West Pakistan, the yield of Mexi- 
Pak wheat is now only about 50 per cent higher 
than the average yield of wheat, he difference 
between yields of the two kinds of varieties may not 
be very great if the comparison is made with local 
wheat cultivated on irrigated land, «The yield of Mexi- 
Pak wheat rose sharply in 1966 to 2.5 tona/ha but 
came down to 1.95 tons/ha in 1967/68 and is 
estimated to be about 1.5 tons/ha in 1968/69,"" This 
decline is mainly due to the introduction of high 
yielding varieties into relatively less suitable areas, 
In the Philippines, also, the additions to yield appear 
to taper off: the average yield of the “adopters” in 
the selected regions came down from 4,5 tons/ha in 
1966 to 3.4 tons/ha in 1968 (table T-A-12). It is, 


cela i eee 

24 For example, the irrigation ratio of the fields/plows where new 
varieties were cultivated was about 70-160 per cent in all countries, 
See references to table 12, 

29 While the contribution of the new technology to the foodgrains 
output in 1967/68 iw sill debated, the estinuated additional output, Le. 
3-4 tons, is much lower for the area under these varieties during the 
year, Similar estimates for 1968/69 ure not yet available, Ministry 
of Food and Agriculture, Agricultural Prices Commission, op, eit, 
and Cummings and Ray, Heonomie and Political Weekly, op, cit. 
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however, not intended here to depreciate the latent 
possibilities of achieving the yield and_ profitability 
potential of the new varieties, but rather to underline 
the importance of exploiting these possibilities. As 
the farmer is the basic decision-maker, his response 
to such new possibilities assumes pivotal importance. 


Producer response 


The degree to which the possibilities of the new 
techniques will be exploited, within limits set by 
public policy and supplies, will be determined by the 
response of producers: by the quality of their response 
in respect of any one acre and by the number of 
acres on which this response is made. Profitability 
and risk will be prime factors in producers’ response. 
The operation of these factors varies with the main 
institutional features of agriculture. One of these is 
the uneven distribution of agricultural land and 
wealth which is of immediate importance to the dis- 
semination of the new techniques because these 
techniques require unprecedently large cash outlays 
by the farmer and because a farmer’s access to credit 
is likely to be related to his wealth. The conditions 
of occupancy are also likely to determine attitudes to 
investment on the land, and to risk. 


The potentially large productivity and hence 
profitability of the new varieties, when compared with 
local varieties, can be achieved when the “package of 
practices” is adopted at a certain level. There is 
thus the question of the mechanism which might 
ensure adoption at such a level. The price mechanism 
can of course play the part expected of it to the 
extent that decisions are based on the profit motive. 
In the case of farmers who aim at maximum profit, 
uncertainty about prices and weather may reduce the 
adoption level considerably.22 In so far as_ yield 
potentials are established in the form of response 
curves from experimental data, it needs to be borne 
in mind that the price mechanism cannot normally 
lead farmers to use an input to the point of maximum 
yield. This is true, for instance, whenever the response 
of yield to, say, fertilizer, exhibits marginal returns 
(in terms of yield) which diminish continuously and 
uniformly as the quantity of fertilizer per acre is 
increased. “Recommended” levels of fertilizer use 
are, to some extent, conditional on certain relative 
prices of grain and fertilizer. 


The observed large gap between potential and 
actual yields suggests that adoption must have been 
at a fairly low level.’ This is partly reflected in the 


30 National sources. The figure for 1968/69 is provisional. 

31 This is demonstrated by the slow rate of dissemination of the 
improved indica varieties showing marginal response (of about 10-20 
per cent increase in yield) to fertilizer. Such gains in productivity 
are more likely to be neutralized by the degree of risk and uncertainty 
(mainly due to uncertain weather) that accompanies the use of ferti- 
lizer. See FAO, Statistics of Crop Responses to Fertilizers, 1966. 

32 See Government of India, Ministry of Food and Agriculture, 
Report, 1967-68. 


or | 


doses of fertilizer and pesticides which generally 
reached only 20-30 per cent of the recommended level, 
With low doses of these inputs, local improved varieties 
have been found to perform better than high-yielding 
varieties."4 It follows that the remarkably rapid 
expansion of area under the new varieties (table 
]-A-11) does not show the intensity of adoption. 


Changes in production processes 
(production functions) 


Empirical evidence is still insufficient for rigorous 
enquiry into the question of producer responses but 
an examination of the changes in production functions, 
cost structures, and the implicit risk and uncertainty, 
provides an insight into the requirements and problems 
of stimulating producer responses. 


The high-yielding varieties require more labour 
and capital per unit of land than the traditional 
varieties. The additional labour required per hectare 
amounts to about 30-40 per cent*® and increases pro- 
portionately for double-cropped land. The additional 
demand for labour to carry out fertilization, weeding 
and plant protection is inherent in the use of high- 
yielding varieties. Poor threshing characteristics and 
greater physical quantities of output of the new 
grains®® lead to additional labour requirements. 
While the need for additional labour benefits the 
labour-abundant rural households, the timing of these 
requirements, particularly for weeding, harvesting and 
threshing, coincides with situations when labour is in 
relatively short supply. Such seasonal labour shortages 
are not uncommon in traditional cultivation and force 
households, which at other times have labour surpluses, 
to pay abnormally high wages. The new varieties 
accentuale these seasonal labour shortages and the 
net outcome is likely to be a higher proportion of 
hired labour in the total labour input. This in turn 
will raise the amount of cash needed for paying 
labour, a requirement which is otherwise negligible or 
non-existent on the small farms. 


33 In the Punjab, only 30 per cent of the farmers apply the full 
amount of N, and hardly any farmer uses the recommended PO, and 
equal amount of K,O. (Wolf Ladejinsky, “Green Revolution in 
Punjab”, Economic and Political Weekly, June 1969; see also Plane 
ning Commission, the Programme Evaluation Organization and 
Ministry of Food and Agriculture, Report, 1966-07. ‘The experience 
of Ceylon confirms these findings. 

34 In India, labour requirement per hectare for Mexican wheat was 
found to be ca. one-third larger than for local varieties, mostly because 
of extra weeding, fertilization, and plant protection, The labour 
required for land preparation, seeding and the remaining processes 
was similar for both processes. The additional labour requirement 
was greater for paddy than for wheat. See the stucies by Sisodia, 
and Waghmare in the Indian Journal of Agricultural Economies, 
October-December 1968; East Pakistan: Labour days/ha required for 
IR-8 were 69 and for Boro (local), 47 day/ha (1966/67). See Pakis- 
tan Academy for Rural Development, Costs and Returns: Economics 
of winter-irrigated crops in Comilla, 1965/66. In the Philippines, 
man days/ha required for IR-8 were 77,3 compared with 50,5 for 
local varieties in the wet season of 1966/67. Sce Barker, Role of 
IRRI, op. cit. 

35IRRI, Annual Report, passim. Philippines College of Agricul- 
ture, Rice Production Manual, 
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Most of the additional capital is needed as work- 
ing capital to buy fertilizer, pesticides, water and 
labour services. Fixed capital for mechanical fertili- 
zation, weeding, threshing and drying of grains is 
needed on a relatively small scale in the short run. 
In the long run, however, tubewells, pumping sets, 
mechanical harvesters, and tractors, as well as struc- 
tures may have to be acquired. On large farms, which 
depend entirely on hired labour and are relatively 
better endowed with resources, long-term changes in 
factor proportions may occur much earlier than on 
small farms. 


The effect of changes in production functions on 
costs should, therefore, be to increase total costs in 
general and the cash component of costs in particular. 
Fertilizer purchases will make the largest claims on 
the liquid resources of farmers. Lastly, the farmer’s 
response will also be governed by the prices that he 
has to pay for inputs. Relative abundance or scarcity 
of inputs, as reflected in their relative prices, will 
influence his long-term choice between labour-intensive 
methods and mechanization. 


These changes in the production function initially 
favour the relatively prosperous farmer with suitable 
areas at his command. Small farmers, whose liquidity 
position is traditionally poor and who are discri- 
minated against by the existing institutional arrange- 
ments, will find it difficult to respond as fully as the 
new techniques require and particularly to undertake 
continous cultivation of the new varieties. They are 
likely to adopt the new varieties at a relatively lower 
level. Experience shows many cases of low-level 
adoption and of adopters who drop out later on.37 


Risks 


The risks of a process of production are easier 
to describe than to measure. Such empirical evidence 
as is available on the relative degree of risk of 
cultivaton by the new techniques does not all point 
in the same direction. While risk-increasing factors 
can be readily enumerated, it has also been found that 
increased fertilization reduces production risk if this 
is defined in a particular way.°® 


A number of technical and economic factors, 
however, seem to suggest that, other factors being 
the same, the new varieties involve the cultivator in 
relatively higher risks than does conventional cultiva- 
tion. Because of their greater susceptibility to diseases 
and pests and low resistance to drought and flood 
conditions, the new varieties are peculiarly susceptible 


36 For the Philippines see Ishikawa, op. cit., and for India see 
Ministry of Food and Agriculture, Report, various issues. 

37 B. S. Minhas and T. N. Srinivasan, measuring risk by the variance 
of yields, found that increasing levels of fertilization reduce the inter- 
field variation in yields during a given year, as well as the inter-year 
variation in mean yields. See B. S. Minhas, “Growth Stability”, 
Economic and Political Weekly, Special Number, July 1968. 


to the wide variations in tropical climatic conditions. 
Inadequate control and regulation of water and 
gravity-flow irrigation augment the risk.*9 
is uncertainty relating to adequate supplies of inputs. 


ee 
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- 


and credit at the opportune time, this factor will also _ 
tend to make the new varieties somewhat more risky. © 
3 


In the initial period, the poor grain quality of 
the new varieties breeds strong consumer resistances 
which create uncertainty about the prices at which 
they can be sold. Market prices have in almost all 
countries been lower for the new varieties than for the 
traditional ones, except where new grain was used as 
seed.49 The pressure of demand in food-deficit 
countries prevents these resistances from being clearly 
reflected in adverse relative prices. An improvement 
in the supply situation, however, makes the differences 
effective:*#! the new grain has run into marketing 
problems in parts of India‘? and Pakistan.** 


: 


In a: 


food surplus country, such as Thailand, the apparent - 
difference in grain quality between IR-8 and IR-5 © 
and the local improved indica varieties makes it _ 
unlikely that these new varieties will be accepted by — 


the farmers. 


The quality differences affect profit- - 


ability and thus tend to reduce the net productivity — 


gains.** 


For example, in the Philippines, the lower ~ 


returns for IR-8, compared with other local varieties, © 


were mainly due to lower prices, the price difference 
being 20 per cent. Returns over variable cost of local 
varieties and B P1-76 improved indica were 657 pesos 


and 647 pesos per hectare respectively, compared with ~ 


495 pesos for IR-8 in the 1967 wet season. 


There is also a need for making quality seed 
available on an assured basis. 
the availability of quality seed is its multiplication, 
grading and certification under technical supervision 
and its distribution through responsible agencies. 


The precondition for © 


Without this, the farmers may not get the proper seed. _ 


Yield, and hence profitability, may be affected by this 
uncertainty.* 


38 Plant nutrients are likely to be carried away from the fields. 

39 IRRI, Annual Report, 1967 and 1968; also the reports of the 
Indian Ministry of Food and Agriculture. 

40S. C. C. Jain and R. Singh, “Consumer Preferences of Wheat’, 
Economic and Political Weekly, September 1968. 

41 Particularly in Haryana and Punjab where the zonal restriction 
on the movement of foodgrains created problems of.-selling Mexican 
varieties in 1967/68. See Agricultural Economic Centre, Delhi Uni- 
versity, Evaluation Report for Karnal and Amritsar. 

42 Reported by the Pakistani representative at the Fifth Seminar of 
Development Planning, Bangkok, September 1969. 

43 The effect of price differentials is also clearly reflected in the 
seasonal pattern observed in the adoption of new varieties (IRRI, 
Annual Report, 1968). 

44 One of the reasons for the declining yield of Mexi-Pak wheat in 
Pakistan may be large-scale seed adulteration. Further, “since certi- 
fied seed has to be renewed every three or four seasons in order to 
maintain its purity and high-yielding capacity, provisions should be 
made to ensure that cultivators receive new supplies”, Ceylon, Ministry 
of Agriculture and Food, “Agricultural Development in Ceylon”, 
September 1969 (mimeo.), p. 36. 
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Other risk-increasing factors operate in the 
harvesting, drying and storing of the new varieties. 
In the cultivation of the new varieties, the timing 
and precision of operations and inputs is of critical 
importance for grain yield and hence profitability. 
Problems of the timely availability of inputs, such 
as fertilizer and pesticides, and of the credit to 
purchase them as well as the demand for labour for 
weeding, harvesting and threshing at times of labour 
shortage, are thus likely to raise producer uncertainty. 
The need for quick drying and storing, to protect 
the crop against the weather and to prepare for the 
next crop, tends to augment risk and uncertainty if 
facilities are not adequate. 


The precise effect of risk and uncertainty on 
yield and profitability is difficult to ascertain. 
Research on decision-making under normal conditions 
of risk and uncertainty, on highly simplified assump- 
tions, suggests that there is a cost attached to 
unpredictable year-to-year variations in yield and 
prices.4° Different attitudes towards uncertainty 
appear also to lead to widely differing doses of 
fertilizer being applied in different seasons, and thus 
also to great differences in yields and_ financial 
returns.4? 


The risk-bearing capacity of a large section of 
farmers is extremely limited, due to the highly uneven 
distributions of income and rural assets, including 
land. In India, over 60 per cent of all cultivating 
households own and operate less than 5 acres of land 
and those having 5-10 acres form another 26 per cent; 
together they account for only about 40 per cent of 
the total cultivated land.48 The distribution of assets, 
which is heavily influenced by the distribution of land, 
is accordingly highly unequal.4° As credit-worthiness 
and resourcefulness are positively related to income 
and assets, they also are very unequally distributed. 
This is reflected in the disproportionately high share 
of large-asset groups in the total of institutional credit 
and the disproportionately low share of low-asset 
households in the sum of rural household borrowings 
from both institutional and non-institutional sources.°? 


The situation is similar in other countries. lr 
West Pakistan and the Philippines, about 80 per cent 
of all holdings, covering some 45 per cent of the area, 
were below 5 acres.5! In Ceylon the corresponding 


45“This cost is greatest when the most conservative criterion is 
adopted. However, even using the least conservative of decision- 
making rules, there is still a cost due to uncertainty”. It was also 
found that “for fertilizer-responsive varieties, such as IR-8, high yields 
can be achieved in the good years while the loss in the ‘poor’ year 
would be very small”. IRRI, Annual Report, 1968, p. 25. 

46 Optimal doses of fertilizer varied from zero to 90 kg/ha in the 
wet season and from 150 kg/ha to 180 kg/ha in the dry season. 
Ibid., p. 23. 

47 National Sample Survey, 16th Round. 

48 Reserve Bank of India, All-India Rural Debt and Investment 
eg ed 1961, Reserve Bank of India, Bulletin, September 1965. 

Ibid. 
50 FAO, Report on the 1960 Census of Agriculture, Vol. I, Part A. 


percentages were 85 per cent and 30 per cent 
respectively in 1962.2 Similarly, in West Malaysia, 
paddy holdings below 5 acres form about 66 per cent 
of all holdings and account for 45 per cent of the 
total area,>? and in Thailand these percentages are 73 
and 44 per cent respectively.°4 An unequal dis- 
tribution of land and rural wealth is likely to affect 
the pace at which the new techniques will spread, 
but the nature of the effect will differ according to 
the length of the period considered. Generally, it 
has to be feared that small farmers with low assets 
will find the high initial cash requirements of the 
new techniques a deterrent to their adoption unless 
immediate measures are taken to increase bank credit 
and the supply of fertilizers and seeds to small 
cultivators. Transition to the new technique involves 
a great increase in costs as well as in the yields 
that can be expected. The sum at risk is represented 
by total costs, however calculated, and, if the rise 
in these costs is large in relation to the farmer’s 
assets, small and poor farmers may not adopt the 
new methods. In the short run, however, the very 
fact that relatively few large farmers control a 
relatively large area of cultivated land reduces the 
force of institutional obstacles and favours the dis- 
semination of the new techniques, provided only that 
the land is suitably provided with water. If one 
adds to this the view that the marketable surplus 
of the larger farmer is more likely to increase by 
the full amount of any additional output than that of 
the small farmer, one has presented two of the main 
considerations that have led several countries to rely 
on the effectiveness of the technology in the existing 
institutional state of their agriculture. 


The agrarian organization, on the other hand, 
directly affects the profitability of the new techniques 
to cultivators and, thus, the rate of their adoption. 
Tenancy and share-cropping are widely prevalent in 
the productive regions of these countries. This is 
true of the Indian states of Punjab, Kerala, Bihar, 
West Bengal, Assam and Andhra Pradesh,®> Central 
Luzon in the Philippines,°® the north-western and 
western regions of West Malaysia,®" and the central 
plain of Thailand.6® Tenants may be unwilling to 
carry out, on their own account, the investments which 
may be required to fit the land for the new method 
of cultivation. Share-croppers may find that rising 


51 Reply to ECAFE Questionnaire on Agriculture, 1969, 

52 Tan B. T. and T, F. Weaver, “Sources of Output Growth of Rice 
Production in West Malaysia, 1951-1967”, op. cit. 

53 Thailand, Statistical Yearbook, 1966. 

54P. S. Sharma, “A Study of the Structural and Tenurial Aspects of 
Rural Economy in the Year of 1951 Census” (mimeo.). 

55 Ishikawa, op. cit., “Central Luzon is characterized by an extreme- 
ly high rate of share tenancy or tenancy in general”, p. 21, see also 
table 2, p. 22. 

56 Tan and Weaver, “Sources”, ¢,». cit., pp. 24-25, see also Ishikawa, 
“Direction of Technological Change in Agriculture’, Development 
Planning Seminar, September 1969, op. cit. 

57 Ibid.; see also Thailand, Statistical Yearbook, 1966. 
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costs, and possibly also greater risks with high- 
yielding varieties, raise the size of non-shared risks 
and be discouraged from accepting the new methods. 


A further factor which tends to reduce profit- 
ability is the inadequacy of rural credit. In all the 
countries, most of this credit is provided by non- 
institutional agencies, the share of institutional credit 
being no more than 20-25 per cent.” Credit obtained 
per hectare in 1960 has been estimated as $60 in the 
Philippines, $4.0 in Ceylon, $3.4 in India, $1.8 in 
Pakistan and $0.3 in Thailand; figures which may 
be compared with $233 per hectare in Taiwan and 
$211 in Japan. There seems to have been only a 
small improvement in the situation since 1960, 
Although the size of institutional credit in the 
Philippines appears large in comparison with the other 
countries, it is unsatisfactory in comparison with rural 
requirements.® The unfavourable situation obtaining 
in other countries is thus high-lighted. Further, most 
of the institutional credit is provided against real estate 
and other security.®1 Indeed, a greater part of the 
rural credit is available from the non-institutional 
agencies. Even when loans from the unorganized 
credit market are available without security, the 
prohibitive rates of interest, ranging from 25 to 50 
per cent per annum, are likely to reduce significantly 
the gains in productivity from the new technology. 


It is too early to judge the strength and continuity 
of producers’ responses and not yet possible to isolate 
the impact on profits of risk and uncertainty on the 
one hand and of organizational and _ institutional 
factors on the other. The inherent flexibility and 
divisibility of the modern inputs imply that producer 
response can be induced by government price policies, 
measures to improve credit and supplies of physical 
inputs, public expenditure on infrastructure, agricul- 
tural extension work and fiscal incentives. Such action 
can be used to extend opportunities, incentives and 
benefits to the lower strata of farmers. Left to itself, 
however, the process of dissemination and assimilation 
of the new techniques in agriculture is likely to be 
slow and may suffer interruptions or saturation, 
particularly in areas where many farmers are poor. 


Problems of over-all economic effects 


On the level of the national economy, the technical 
and economic requirements of cultivating high-yielding 
varieties entail significant claims on resources in 
general and on foreign resources in particular. The 


58 It was 18,7 per cent in India in 1962/63 and 35 per cent in the 
Philippines at about the samme time. 

59 See Ishikawa, op. cit., p. 44. 

In the Philippines, for example, 76 per cent of the total institu- 
tional loans were secured by farmers against real estate mortgages. 
The unsecured loans were only 6 per cent of total institutional credit, 
In India, also, institutional credit is given entirely against security, 
while a large part of non-institutional credit is unsecured. (See 
Ishikawa, op. cit., p. 50, and various studies in the Indian Journal of 
Economics and Reserve Bank of India, Rural Debt Survey, op. cit.), 
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new agricultural strategies may also require review 
of policies relating to income distribution and agrarian 
structure. 


Resource implications: irrigation and fertilizer 


Assured and regulated supplies of water are a 
prerequisite of the new strategy in genera’ and of 
rice cultivation in particular, Till recently, irrigation 
policies were centred on public investment in major 
and medium irrigation projects, mainly for the purpose 
of spreading water over a large area. The design, 
co-ordination and utilization of these projects have not 
always been wholly satisfactory,®* and will now require 
concerted action by the authorities. 


Minor projects such as tubewells, pumping sets 
or small water reservoirs have not been given high 
priority and the question of repairing and maintaining 
existing facilities has, at times, been neglected. A 
large part of the water potential has thus been lost 
and the over-all level of control and regulation has 
remained low. It appears, for example, that the 
distance separating water courses is often too great 
for adequate delivery of water to land in between. 
Conditions in India and East Pakistan are broadly 
similar to those in Indonesia.®* 


The adoption of the new strategy thus demands 
a shift in the strategy for irrigation. In the initial 
stages, however, the availability of suitably irrigated 
areas may not be a serious bottleneck in these 
countries.*4 Even the shift in the strategy for irriga- 
tion may not lead to a radical shift in the allocation 
of national resources. A certain reallocation of 
resources in favour of irrigation may be thought 
desirable in several countries, not least because these 
projects are apparently labour-intensive. If the 
exploitation of the biological advances is to be pursued, 
however, a steady rate of increase in irrigation 
facilities of the “modern” type at progressively increas- 
ing costs will be required, The planning, construction 
and implementation of the efficient utilization of 
irrigation and drainage networks of a modern type 
also demand time and resources.® By far the most 


61 Not infrequently “,... the major civil works were built without 
thought to the distribution of water or its use on crops; design respon- 
sibility was presumed to end with delivery of water to the village or 
local area, leaving it to each farmer to carry it from there, There was 
also a wide gap between irrigation potential created and its utilization, 
a gap mainly due to a time-lag between the completion of the main 
irrigation project on the one hand and the construction of water 
courses and levelling and preparation of land on the other’. See 
Takase and Kano, op. cit., p, 531, 

2 [bid., p. 543, “Usually the distance is 0,5-1,0 mile... . in 
Indonesia, Even in Malaysia it is only recently that distance was 
reduced to 300-400 metres, a reduction made as a result of work done 
at the Muda Experimental Station”, On the other hand, “China 
(Taiwan) has a much shorter distance of 100 metres and intensified 
water management”, 

3 See VAO, Indicative World Plan for Agricultural Development, 
op. cit., p, 28 and table 7 (Appendix), 


“ See Takase and Kano, op, cit., pp. 535), 
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important resource implication of the new strategies 
arises from their large demand for fertilizer and 
plant protection chemicals. 


To the extent that fertilizer is imported, foodgrain 
production will, initially, make somewhat heavier 
demands on foreign exchange than before. However, 
the new strategies will increase domestic production 
which will replace imports of foodgrains. Further 
additions to output will be destined for export or for 
raising domestic levels of consumption. 


The creation or expansion of domestic fertilizer 
industries demands large investments of foreign 
resources and thus will entail some restraint on other 
forms of investment. The economies of scale in 
fertilizer production®’ argue for large installations 
(presumably of a capacity of 200,000-250,000 tons 
per year to attain competitive cost) and these commit: 
ments have to be made amidst a rapidly changing 
technology and use pattern of fertilizer, Where 
essential raw materials are not available, and this 
appears to be the case in most countries of the 
region except Indonesia and the Philippines, produc- 
tion and consumption (e.g. of potash and phosphate) 
will continue to depend on imports.®’ To the extent 
that raw materials are available in the region, 
co-operative arrangements in production should help 
to meet some of the fertilizer requirements of countries 
dependent upon imports. 


Less critical issues are raised by further resource 
implications of the new strategies, such as research, 
provision for the supply of quality seed,®* road con- 
struction, and the establishment of an_ efficient 
organization for the supply of large quantities of basic 
inputs and credit in precise quantities and at the 
proper time.®® Provision will also have to be made 
for the so-called “second generation” needs for drying, 
storing, milling and marketing of grains, 


Price policy and the public commitment 


The relative prices and the expected future prices 
of output and inputs play a central part in determining 


65 The cost of producing one ton of ammonia can be reduced by 
$6 by increasing the plant size from 33,000 to 66,000 tons capacity 
and by a further $5-6 per ton by expanding it to 200,000-250,000 tons 
or by about 15-20 per cent, UNIDO, Fertiliser Manual, 1967, p. 28. 

66 In the case of nitrogenous fertilizer, the important constraint may 
arise from the availability of electricity, coal, fuel oil, naphtha or 
natural gas, Many countries do not possess necessary minerals for the 
production of phosphate and potassium fertilizers, Thailand's ree 
sources of the required raw materials are negligible and potash reserves 
in Malaysia are known to be negligible. ECAPFE, Raw Material Re- 
sources for the Fertilixer Industry in Asia and the Far Bast (Mineral 
Resources Development Series, No, 28); see also UNIDO, Ferviliser 
Manual, 1967, p. 27, 

6? The urgent need for the regular supply of properly graded and 
certified seed has not yet been adequately recognized in most of these 
countries, apparently due to the inital excitement, but this is going to 
present serious impediments to the achievement of yield potential, 
See Pakistan's case cited above. In the ease of synthetic and hybrid 
seed, in fact, the exotic genes disappear after a few years of cultivation, 

68 For more details about such needs see FAQ, ladicarive World 
Plan for Agricultural Development, op, eit, 


the amount of risk in adopting the new varieties and 
in encouraging producer responses. From the point 
of view of the economy as a whole, incentive prices 
fixed so as to elicit a certain response from cultivators 
cannot be considered in isolation from the prices 
that consumers have to pay on the one hand and the 
profitability of other crops and non-agricultural pro- 
ducts on the other hand. 


The high guaranteed prices of grains which are 
widely favoured as a necessary incentive for the 
cultivation of high-yielding varieties," have additional 
implications of both types. Since governments are 
committed to support such prices irrespective of the 
supply situation, there are further effects on and 
via the government’s budgetary position, The condi- 
tions prevailing in several countries have tended to 
make these high support prices rigid," and thus 
deprive the policies of flexibility. When compared 
with the import prices (export prices of the exporting 
countries), the support prices of wheat and maize in 
India and Pakistan stood much above the inter- 
national level (table [-A-13). The reduction in the 
price of wheat in Pakistan this year does not alter 
the situation materially.@ 


So long as the domestic demand exceeds total 
supply (an excess which is under the government's 
control insofar as imports are obtainable), support 
prices normally remain much below the market prices. 
Unexpected surpluses, however, create a drain on the 
government's resources, as happened in West Pakistan 
in the wake of a phenomenal increase in wheat pro- 
duction in 1967/68 which forced the Government to 
buy above market prices and well above import 
prices. The Philippines faced a similar situation in 
the rice market during 1967/68. The unexpected 
bumper crop forced the market prices much below 
the guaranteed level." The questions raised by 
surpluses go beyond the problem of supporting prices 
and the consequent drain on resources, The prospect 
of surpluses calls for the planning of buffer stocks, 

© ADB, Asian Agriculitoal Survey (1968), chapters 2 and 4, parts 
Tand IL. See also, FAQ, Indieatioe World Plan, October 1908, op. ett. 

70Tn India, for example, the support prices, for rice, wheat and 
other cereals are based on the scarcity conditions which prevailed 
from 1965/66 to 1906/67, That these were high is demonstrated by 
a sharp decline in the prices of wheat after the record production 
in 1967/68, In some regions, the market prices came below the 
guaranteed prices, ie. in Haryana, Punjab, Uttar Pradesh and Rajas- 
than which are also the major wheat-producing states, All efforts for 
subsequent reduction (in 1968/62) were fruitless, due to the strong 
lobby of the prosperous farming section in various states, Even the 
proposed reduction this year is rather small and may be by-passed 
through ad Aee decisions by the State Governments, See, Ministry 
of Food and Agriculture, Agriculture Price Commission, Report for 
Khari} Cereals, 1262/70, ‘The Commission has recorded a reduction 
of 4-5 per cent in various states, 

The Budget Speech, 1969/70, The price is reduced from Rs 17 
to Rs 15 per maund for wheat and is likely to be restored due to strong 
farm lobby. 

%2 Reported by the representatives of the Philippines at the Develop- 
ment Pecade Seminar, Bangkok, September 19C9, 
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Table I-A-13. Selected ECAFE countries: Prices of rice, wheat, maize and fertilizers 


(US cents per kg) 


Fertilizer prices Ratio of 
fertilizer 
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Sources: 


Notes: 


Asian Development Bank, Asian Tables, March 1969. 
FAO, Production Yearbook, 1967. 

* Reply to ECAFE Questionnaire on Agriculture, 1969. 

» Index Numbers of Wholesale Prices in India; Department of Agriculture, Ministry of Food and Agriculture, Report, 1967/68; 
Monthly Bulletin of Agricultural Economics and Statistics. 

© Indonesia, Foe aes of Agriculture, Facts and Figures, 1969. Converted at Rp 137 per US dollar (1967) and Rp 326 per US 
dollar (1968). 

* Department of Statistics, Rice Statistics of West Malaysia, 1967; Study Group on Grains, ‘National Grain Policy 1969—Malaysia” 
(mimeo.). 

© Economic Survey, 1968/69. 

‘US, AID, Economic and Engineering Study, op. cit.; International Rice Research Institute, Annual Report, 1968. 

® Bank of Thailand, Monthly Report, various issues. 

® Average of 7 months. 

! Average of 4 months. 

1 The decline was due to devaluation. 

* Thailand. 

™ Burma, 

® Australia. 

P United States of America. 

* United Arab Republic. 

® 1965/66. 

* 1961/62. 

"1964/65. 
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storage, disposal, crop diversification,”4 and regional 
co-operation in production and trade. 


The prices of current and capital inputs into 
agriculture, notably fertilizer, pesticides and irrigation 
equipment, are subsidized in countries which have 
adopted the new strategy (e.g. Pakistan) as also 
in others that follow alternative strategies (e.g. Ceylon 
and Malaysia). The new technology demands 
relatively large quantities of some of these inputs and 
the subsidies accordingly imply a further budgetary 
burden. [For developing Asian countries this effect 
on public resources may be as relevant to a judgement 
of the economic efficiency of these prices as is their 
effect on the relation between private and social costs 
of production. The problem of fertilizer subsidies 
is perhaps most critical for supporters of the new 
technology: subsidies for pump sets, for instance, may 
be justified whether or not high-yielding varieties are 
employed and, while present subsidies for pesticides 
may be a matter for debate, there are likely to be 
alternative and cheaper ways of providing plant pro- 
tection e.g. on a communal basis or through public 
agencies. The high fertilizer requirement, however, 
is specific to the new technology and there may be 
no alternative ways of providing it which would reduce 
costs significantly. 


Subsidies should affect costs as they appear to the 
farmer, and bring them in line with costs to the 
economy as a whole: this is their chief justification. 
The cost of credit to farmers may be kept unecono- 
mically high by an imperfect organization of credit. 
Farmers, again, may overestimate the risks of cultivat- 
ing high-yeilding varieties. In both cases, production 
costs to the farmer would be higher than to the 
economy and fertilizer subsidies may be the readiest 
instrument for correcting the farmers’ vision. How- 
ever judgements on subsidies must obviously be rough, 
and the judgements about the necessary level of 
subsidy differ between countries. The ratios between 
fertilizer prices and rice or paddy prices vary greatly 
between countries (table J-A-13) and India and the 
Philippines have removed subsidies while Pakistan 
intends to remove them gradually. 


Mechanization of farming 


Farm mechanization presents rather different 
problems from those of fertilizer policy. This is so 
because, within any one strategy of agricultural deve- 
lopment or agricultural technology, there is a con- 
siderable range of alternative forms and intensities 


73 The problems of rice surplus currently faced by Japan point to 
the magnitude of the problem. High support prices have caused 
sharp increases in rice stocks. The prospect for exports are poor be- 
cause of high prices and limited export demand for Japanese varieties. 
Faced with the problem of limiting production and marketing the 
existing rice surpluses, Japan is seeking to divert land from rice to 
other crops, to dispose of stocks by way of long-term rice loans to 
Korea (300,000 tons lent for 30 years), offers of rice to Indonesia and 
freezing of producer prices. Bangkok Post, 30 and 31 September 
1969, 


of mechanization, and also because farm mechaniza- 
tion has immediate social implications, Tractors, 
once they are bought, tend to replace labour even 
in seasons when labour is underemployed. 

Cultivation of high-yielding varieties raises the 
demand for labour per hectare, and it rises further 
with the intensity of cropping. ‘This additional 
demand normally arises at times of peak demand for 
labour when wages rise. The larger farm, of 30 ha 
or above according to Japanese experience,” may then 
find it profitable to substitute tractors for labour. 
This movement will exacerbate the existing agricul- 
tural dualism. It may not be absolutely avoidable in 
all places because the high wages reflect a_ real 
shortage of labour. Price and subsidy policies, includ- 
ing tariff policy and import licensing, may nevertheless 
make the substitution of machines for men and 
animals too cheap from the economy’s point of view, 
and alternatives may be found, and encouraged by 
price adjustments, in the form of selective mechaniza- 
tion.7® More specifically, this should allow machines 
to supplement labour at times when it is in short 
supply and may extend to processes such as weeding, 
harvesting, threshing and mechanical drying. ‘The 
mechanization of fertilization and spraying may be 
necessary to assure high yields, and be socially profit- 
able at any realistic level of wages. All these 
operations can be performed by simple tools and 
implements which may not require much, foreign 
exchange. There exists, therefore, a type of mechani- 
zation that is complementary to the use of labour, 
rather than a substitute for it. Even weeding, a very 
labour-intensive process, may have to be partly 
mechanized, as this both benefits the agricultural 
labourers and saves imports of chemicals and spray- 
ing equipment. 

“Tractorization”, on the other hand, saves labour 
at times when labour is in excess supply: important 
labour-saving effects of “tractorization” occur in the 
preparation of land and the irrigation of fields.” In 
these processes, the labour requirement of the new 
varieties is not different from that of the local varieties. 
The costs of “tractorization” in most of the countries 
appear high from both the economic and the social 
points of view.”8 

74H. Sikeo, “Lowland Rice and Upland Farming in Japan”, Central 
Agricultural Experimental Station, Tokyo, 1966. 

75 Except where labour is in acute shortage or where mechanization 
leads to sharp increase in cropping intensity and diversification with 
its concomitant demand for labour. This happens where there is an 
acute shortage of land, such as in Taiwan. See FAO, Szate of Food 
and Agriculture, 1968, p. 95. 

76 As much as 77 per cent of the working hours of even small 
tractors (of 10 h.p.) and middle-sized farms of 10-20 acres is account- 
ed for by land preparation and irrigation. See A. S. Kahlon and 
A. C. Sharma, “Pattern of Mechanization for 10-20 Acre Farms in 
Ludhiyana District”, Agricultural Situation in India, February 1969. 

77 See S, R. Bose and E, H. Clark, “Some Basie Considerations of 
Agricultural Mechanization in West Pakistan”, November 1968, 
Pakistan Institute of Development (imimeo,) ; and H. Kaneda, “Econo- 
mic Implications of the ‘Green Reyolution’,” and “The Strategy for 


Agricultural Development in West Pakistan”, Pakistan Development 
Review, Vol. 1X, No. 2, Summer 1969, 


Nevertheless, existing prices of grains and 
machinery in Ceylon, Pakistan and some states of 
India, favour the use of, tractors and custom-servicing 
practices (services on hire) allowing high profits and 
rapid recovery of capital. The concessional pricing 
of tractors may require reconsideration in the light of 
alternative mechanical methods of easing seasonal 
labour scarcity. 


Credit and resource mobilization 


Further problems of the new strategy will only 
be described briefly because their treatment at this 
time is bound to be highly speculative. 


The first of these is rural credit. The new 
strategy reinforces the traditional case for measures 
to reduce the exorbitant rates charged by non- 
institutional lenders. This may require the interven- 
tion of agricultural banks as competitors with money- 
lenders or an attempt to organize the money-lenders 
and thus draw them into the organized market. The 
provision of institutional credit at rates lower than 
those for similar loans in the non-agricultural sector 
could be justified, however, on grounds of equity 
and increased agricultural production. The existing 
organization of commercial bank credit favours the 
wealthier class of farmers which would also benefit 
from cheap credit. 


Larger credit than hitherto should, in principle, 
be provided to smallholders whose output per unit 
of land is higher than that of large holdings. 


As in the case of cheap credit, so also in that 
of other subsidized inputs, the distribution of resources 
to different classes of farmers needs to be considered: 
the organization available for distribution of such 
resources cannot always be relied on to work without 
discrimination. In addition, the public resources 
position is affected by such policies. It is a common 
experience that the contribution of the agricultural 
sector to the public exchequer is not rising in step 
with agricultural incomes. This failure of the 
agricultural sector to contribute its share to general 
development has been attenuated somewhat with the 
advent of the new techniques which appear to be 
attracting savings into minor irrigation, other produc- 
tive construction’? and selective mechanization, thus 
benefiting the agricultural sector and lightening the 
tasks of development financing. 


For the rest, the gradual removal of subsidies 
appears to be the most obvious method of reducing 
the flow of resources to agriculture. The resulting 
contribution to budgetary resources will differ from 


78 In the Punjab in India, tubewell construction took place at a rapid 
rate, mostly on private account. (Ministry of Food and Agriculture, 
Working Group on HYV, for the Fourth Plan, December 1968; 
Fourth Five-Year Plan, 1969-74 (draft). 
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country to country: it would be sizeable in Pakistan, 
Ceylon or Malaysia, but not in India. The incentive 
effect of subsidies would of course be lost, and this 
result will be reinforced if taxes are imposed on 
inputs. It is quite true that taxes on fertilizer mainly 
affect the incomes of the larger farmers, but, at the 
same time, they are also likely to deter the small 
farmer whose resource position is weak. It is not 
yet clear to what extent small farmers have been 
lagging behind the large farmers in adopting the new 
technology.8° A rise in fertilizer prices may lead 
small farmers to economize in fertilizer application 
to the point where local varieties compare favourably 
with the new varieties, with a consequent check on 
the spread of the latter. This raises the question 
of how to discriminate in resource policy between 
farmers, according to their resource position, other 
than by land and other direct taxes. In the Philip- 
pines, fertilizer is supplied through co-operatives at 
lower prices than in the market. If co-operatives 
provide fertilizer for small farmers, this dual pricing 
will attain its objective. Dual pricing of fertilizers 
may be reinforced by cheap credit to small farmers 
and the use of co-operatives for this purpose has been 
widely attempted, with varied results. 


Changes in agrarian structure 


It is too early for an assessment of the way in 
which improved techniques and larger yields are 
affecting agrarian structures. The evidence is conflict- 
ing. It should be stated that the proportions of 
tenancy and share-cropping tend to be high in the 
relatively fertile regions which are also the most 
suitable for the cultivation of the new varieties. 


In Central Luzon in the Philippines, the cultiva- 
tion IR-8 seems to have been associated with a partial 
resumption of land by non-cultivating and semi- 
cultivating landlords, and also with full resumption, 
renting-in and land purchases by landlords interested 
in capitalist farming. Specialized managerial firms 
which offer to utilize the yield potential of the new 
varieties for the benefit of both landlord and tenant 
have also emerged. Central Luzon has the highest 
tenancy rates (50-70 per cent) in the Philippines. 


In the Punjab, tendencies to capitalist farming 
have been noticed in farms of above 10 hectares,®4 
resulting in the eviction of tenants, large-scale land 
transfer through purchases and increases in land 
rented-in. Simultaneously, the demand for land has 


79 In India, contrasting tendencies are observed. See S. Sen Gupta, 
M. G. Ghosh, “HYVP for Rice, Performance in Bengal District’, 
“Economic and Political Weekly, October 1968; Ministry of Food and 
Agriculture, Report, 1967-68, pp. 94-102; and G. S. Lavania and R. S. 
Dixit, “Economics of HYV in Package District, Aligarh”, Indian 
Journal of Agricultural Economics, October-December 1968. 


80 Wolf Ladejinsky, op. cit., p. A79. 
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grown sharply and values of land and land rent have 
risen to very high levels.82. Tenancy rates seem to 
have grown in holdings below 10 hectaries.®3 


The latter tendency is confirmed by the increase 
in tenancy rates in the central plain of Thailand in 
the wake of growing yields,84 and in Malaysia in 
areas where double-cropping has spread rapidly. It 
has been found in connexion with the cultivation of 
high-yielding varieties on the rented-in land in a 
district of West Bengal;®> growing social tensions 
are reflected in the peasants’ demand for reduction 
in land rents and resistance against landlords in 


Andra Pradesh in India. 


The pressure of population on arable land tends 
to reduce the size of holdings, increase the. number 
of landless agricultural labourers and raise the demand 
for land for what is basically subsistence farming, 
thus raising rents. Some subsistence farmers may sell 
their land and join the landless labourers to earn 
high money wages. Demand for land will come from 
profit-conscious farmers with marketable surpluses but 
with less land than is warranted by their managerial 
and other resources. The increase in demand for land 
will be met by the big farmers who own large areas 
and account for a large proportion of land in the total 


81 “Rents having moved up from 50-50 to 70-30 per cent of the 
crop in favour of the owner or Rs 500 to Rs 750 per acre where the 
arrangement ts in cash", and “Land sold five years ago at Rs 2,000- 
3,000 or 5,000 per acre sells presently at Rs 10,000-12,000 or 15,000”. 
Ibid., pp. A75 and A77. 

82 Jbid., p. A77. 

83 Ishikawa, op. ci. 

84 Sen Gupta and Ghosh, Economic and Political Weekly, October 
1968, op. cit. 


area®® (table J-A-14). Such farmers may keep land 
for their cultivation to the extent that it can be 
optimally managed, yielding operational earnings 
including profits and imputed rents above the market 
rent, and then let out the rest. This type of develop- 
ment is more likely than a full transition to commer- 
cialized or capitalist farming, particularly in rice 
culture where economies of scale in the cultivation 
with modern inputs appear to be negligible. On 
balance increases in tenancy may more than offset 
the eviction of tenants by landlords.®* 


It is thus likely that the distribution of ownership 
holdings may become more unequal and _ the 
unevenness of the distribution of “operational” hold- 
ings may decline, reflecting a bi-polarization of farm- 
ing, with farms of optimal operational size (about 5-10 
hectares) at one pole and capitalist farms at the other. 
The resulting divergence in the distribution of owner- 
ship and operational holdings is capable of affecting 
the realization of the productivity potential. Institu- 
tional reforms may therefore again claim priority. 
Tenancy and share-cropping arrangements will have 
to be made more rational through the control and 
reduction of rent and crop share and the safeguarding 
of tenants. 


85In Ceylon, about one per cent of holdings (above 10 hectares) 
accounted for some 40 per cent of the total area; in India, 5 per cent 
of holdings accounted for 31 per cent; in Pakistan, 3 per cent of hold- 
ings above 20 hectares accounted for 31 per cent; (in West Pakistan, 
7 per cent and 43 per cent respectively); in Thailand, 5 per cent of 
holdings (over 10 hectares) accounted for 22 per cent of total area. 
Considering the conditions of rice culture, an area above 5 hectares 
may be much above the optimal operational level. 

86 Existing land reform legislation contains many loopholes; e.g. a 
landlord may evict tenants if the land so resumed is for his personal 
cultivation. 
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Chapter V 


GENERAL DIRECTIONS AND CHOICES IN THE STRATEGY FOR 
AGRICULTURAL DEVELOPMENT 


The survey of policies and the catalogue of 
problems in the preceding chapters offer insufficient 
grounds for convincing recommendations. This in- 
sufficiency of evidence is in fact characteristic of the 
present agricultural situation in many of the countries 
which are pursuing new directions in their agricul- 
tural development. All that can be done is, firstly, to 
specify the general directions of policy which are 
widely recognized as desirable and which now appear 
as worthy tasks; and, secondly to describe the policy 
alternatives which appear to be open to countries at 
this time. 


General directions of policy 


The most obvious and most widely relevant 
requirements of agricultural development in the 
present state of advanced technical opportunity relate 
to crop-balance policy, irrigation and institutional 
reform. The need for action on these three matters is 
the more urgent the greater the reliance that has 
already been placed on the new technology. In addi- 
tion, generally valid alternatives of national agricul- 
tural policy exist at the level of technology, in the 
choice between existing varieties and their associated 
input requirements and in the direction to be given to 
biological research. 


The need for creating a deliberate balance in the 
production and the economic inducement of different 
crops follows from the widespread bias of agricul- 
tural strategies in favour of food crops, and especially 
cereals. A form of agricultural planning is unavoid- 
able if a balance is to be attained. In practice this 
may well mean policies to encourage crop diversifica- 
tion, possibly linked to the pace at which grain pro- 
duction grows, and a change in the balance of 
agronomic research. 


The need for a new strategy for irrigation partly 
follows from the decision to adopt high-yielding 
varieties and partly from the need to open known 
alternatives of agricultural growth. Irrigation policy 
has to answer several well-established needs: 


(a) the need for augmenting available water 
supplies in existing major and medium projects so 
as to keep their command areas (areas covered by the 
projects) unaffected by the heavy water requirements 
of the new technology and of double-cropping, and 
to re-equip them so as to improve control and 
regulation of distribution; 


(b) the need to shorten distances between exist- 
ing water courses (preferably to 100-200 metres), and 
for field channels and drains, whether constructed by 
the government or by farmers; 


(c) the exploitation of ground water resources 
for which a large potential exists in many countries, 
even in the command areas of major and medium 
irrigation projects, and which yield faster than the 
bigger projects;! 


(d) the repair and maintenance of existing 
irrigation facilities, likely to result in substantial 
immediate gains through the reduction of water losses,” 
and 


(e) the planning and co-ordinated execution of 
new projects, major and medium, with the accent on 
greater control and regulation of water supplies as 
required for multiple-cropping. 


The case of institutional reform is based on 
equity and on considerations of -efficiency. It is 
particularly strong in areas in which the new tech- 
nology, including cultivation with high-yielding 
varieties, is being adopted without reservations. The 
need to prepare a wide field for agricultural advance 
increases as the new methods succeed in the areas 
chosen initially as technically and economically (that 
is, institutionally) suitable. It needs to be met by 
reduction in the effective rates of interest, either 
through the development of financial intermediaries or 
through state intervention in the distribution of inputs, 
and by working towards a distribution of land which 
will convert the institutions of tenancy to economic 
requirements. 


The broadest field for choice continues to exist 
in agricultural technique. The alternatives may he 
expressed in terms of different types of plant varieties 
since the other elements of different techniques are 
largely tied to the varieties. In countries which have 
based their agricultural policy on the cultivation of 


1In Ceylon, for example, the estimated rate of return on low-hit 
pumps is about 25 per cent. See also Ishikawa, “A Study of Agri- 
cultural Development Strategies”, prepared for Asian Development 
Bank, op. cit., and Economic Development in Asian Perspective, 1967; 
Takase and Kano, “Development Strategy of Irrigation and Drainage”, 
Asian Agricultural Survey, op. cit. 

2 For India, B. S. Minhas estimated such losses to be of the order 
of 40 per cent. See “Water Requirements of Crops and Efficiency of 
Irrigation Water in India”, India Statistical Institute, discussion paper 
No. 24, August 1967. In Indonesia, also, the potential for augment- 
ing water supplies by this method is very large. 
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the new high-yielding varieties, the major policy 
alternative is a more gradual transition to high yields. 
Such an alternative exists in the areas that are at 
present judged suitable for the high-yielding varieties 
and in the rest of the area which needs to be brought 
into the scope of technical progress by means of 
improvements in the irrigation system and institutional 
reform. A gradual transition to high-yielding varieties 
involves the selection of varieties which do not demand 
as sharp a jump in input requirements as is implied 
in the cultivation of IR-8. The alternative seems 
realistic. There already exist high-yielding and non- 
photo-sensitive varieties which give fairly high 
increases in yield at moderate input requirements and 
it seems certain that more can be developed. 


A comparison of different rice varieties (table 
I-A-15), for instance, indicates alternatives differing 
much more in their associated input requirements, 
especially fertilizer requirements, than in their yields. 
Table I-A-15 presents four, roughly distinct, plant 
types. The first type represents the traditional indica 
varieties; the second includes the improved indicas 
with higher yield and marginal fertilizer responsive- 
ness, but lacking the revolutionary characteristics of 
the high-yielding varieties. The third type offers most 
of the characteristics of the new high-yielding varieties 
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but requires lesser doses of fertilizer. The fourth type 
includes the so-called “miracle” varieties which have 
an extremely high yield potential but need massive 
doses of fertilizer. 


The fertilizer requirements of the third type 
varieties—Padi Bahagia of Malaysia, ADT-27 of India 
and 56-1-2 (Lt x IR-8) of Thailand—are about half 
those of IR-8 or TN-1. These varieties possess a high 
yield potential, non-photo-sensitivity and _fertilizer- 
responsiveness, besides being relatively more resistant 
to diseases than the new high-yielding varieties and 
having better grain quality. 


The data in table I-A-15 record performance 
under experimental conditions and farm performance 
need not be proportional to these. It cannot be 
suggested that any particular variety is capable of 
being simply transplanted from the area of origin to 
another; but the comparisons indicate the possibility 
of developing varieties with such a range of char- 
acteristics. The smaller fertilizer requirement of the 
third type varieties would allow a wider application 
within a country, on account of both the aggregate 
cost of fertilizer and the lesser outlay requirements 
for the farmer. Ths alternative would, however, 
require an acceleration of irrigation development and 
of institutional reforms. 


Yield potential and other technical characteristics of 


certain rice varieties (experimental conditions) 


Table I-A-15. Selected ECAFE countries: 
Fertilizer 
Yield required Maturation 
(ton/ha) (nitrogen) (days) 
(kg/ha) 
Traditional indicas 1 
Leung Toang (Thailand) KS 10-15 135 
FK-178-A (Philippines) 3.9 10-15 157 
Improved indicas II 
Peta (Indonesia) . 3.5-4.0 30 140 
Padi Mahsuri (Malaysia) 3.9 45-90 135-140 
Padi Malinja (Malaysia) 3.8 50 130-135 
High yielding varieties Ill (A) 
Ha (Ceylon) 2 2% 6.7 90 120-125 
ADD-27" (india). 5.0 70-80 105 
LT X IR8* (Thailand) . 4.4 82 127 
Padi Bahagia (Malaysia) 5.0 84 137-140 
C4-63 (Philippines) . . 4.3 80 126 
High yielding varieties IV (B) 
IR-5 (Philippines) . . 6.1 120-130 130-145 
IR-8 (Philippines) . . 7.0 120-130 120-130 
Sources: Thailand: Rice Department, Bangkok. 


Height Photo- Sie Grain Disease 
(cm) sensitive Cp) quality resistance 
135 yes VIE ISIZS) very good slightly 
susceptible* 
150 yes coarse long very good slightly 
susceptible 
135-140 yes n.a. good not much 
90-100 slight TE DD good good 
110 very little 932.5 good good 
130-140 yes n.a. good good 
medium slight n.a. good good 
95-105 yes PAE Dt good good 
110-115 non-sensitive 9.95 X 2.5 good high 
105 non-sensitive fine | good good 
120-130  non-sensitive 6.4 X 2.6 fair susceptible 
90 non-sensitive 6.4 X 2.7 poor very susceptible 


Philippines: Esteban C, Cada, ‘““The New Varieties for Increased Production”, College of Agriculture: FK-178-A and C4-63; 


IRRI report, January 1968: IR-5 and IR-8. 
Indonesia: IRRI reports. 
Malaysia: Department of Agriculture, Kuala Lumpur. 


Ceylon: Reply to the ECAFE Questionnaire on Agriculture, 1969. 
India: Economic and Political Weekly, Annual Number, 1969 and other sources. 


Notes: * To lodging and virus disease. 


>It performs well during the wet season at low doses of fertilizer. 


“A cross between NORIN-8 (japonica) and GEB (indica). 


“Plots at Bangkhen during the 1969 wet season; at other places it has been reported to mature in 120-135 days. 
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Altogether, such an alternative approach would 
permit the spread of given resources over a larger 
area without sacrificing much of the increase in 
agricultural productivity which is implicit in the high- 
yielding varieties. The problem of the remaining dry 
areas would nevertheless still remain. It is difficult 
to state how the average productivity of these remain- 
ing areas would be affected as a result of the spread 
of the new varieties. Increases in the productivity of 
these areas is desirable and may perhaps be achieved 
through the use of local resources (particularly 
inorganic manure) and the surplus and displaced 
labour and draught animals resulting from mechaniza- 
tion. 


Summary: Directions and Alternatives in 
National Policies 


Countries following variants of the new strategy 


India 


There appear to be long-term prospects for food- 
grain surpluses in India if the expansion of output 
is pressed. The area under high-yielding varieties 
has expanded rapidly but results are only clearly 
encouraging in the case of wheat: wheat production 
rose steeply in 1967/67 and the high levels of that 
year were maintained in spite of drought during the 
spring harvest of 1968/09. Wheat, however, is only 
a small part of the total production or consumption 
of foodgrains. In the continuing process of promoting 
the production of foodgrains, the major alternative 
appears to be the development, with the help of 
India’s very advanced agricultural research organiza- 
tion, of varieties which combine relatively good yields 
with moderate input requirements. such as the third 
type varieties in table I-A-15. This would lessen the 
resource requirements at the national level and on 
the farm, and thus widen the area over which 
productivity can be raised: itself an important 
consideration if agricultural growth is to continue in 
the longer run. Incentive policies would at the same 
time have to be redesigned so as to lessen the food- 
grain bias of the accepted agricultural strategy. 


The intensity of incentive policies is determined 
in part by the size of the output target, and this is 
influenced by the desired size of the Indian buffer 
stocks. An obvious task of policy is to review the 
objectives and cost implications of buffer stocks. To 
the extent that the objective is price stabilization, the 
success of the new techniques may allow a reduction 
in the size of the present target and, together with 
this, a scaling-down of the large fixed investments in 
storage facilities which stocking requires. 


Under the head of incentive policies, it may be 
found necessary to lessen the rigidity of support prices. 
Support prices may have to be aligned with the cost 
of production rather than stay at the high levels 
reached during scarcity conditions. Simultaneously, 


the prices of fertilizers will have to’ be manipulated 
so that relative prices do not become too adverse. 
The relative prices of fertilizers are already among the 
highest in the countries under review. Under the 
uncertain conditions of fertilizer supplies, a transfer 
of ihe responsibility for distribution of fertilizers to 
the private sector may, in fact, force up prices. This 
could, in principle, be counteracted by a partial control 
on fertilizer distribution, such as is being planned 
now by way of compulsory contributions from the 
production of private factories to the Central Fertilizer 
Pool which also absorbs imported fertilizer. Recent 
government measures to tax fertilizers and reduce 
support prices tend to discourage the use of fertilizer. 
The small farmers may be particularly sensitive to 
these measures unless protected by discriminating 
policies such as were outlined in chapter 4. 


As in other countries which have based their 
agricultural strategy on the highest-yielding varieties, 
problems of the distribution of agricultural income 
intermingle with the problem of resource mobilization 
for the economy and for the agricultural sector itself. 
The recovery of some of the profits earned by large 
farmers benefiting from the new strategy may seem 
justified on the score of both income distribution and 
resource policy, but it is very difficult to accomplish. 
Where capitalist-type farming has developed, profits 
are being ploughed back into agriculture.* Incentives 
for investment in tubewells and in water channels 
and distribution facilities may lead to a further recap- 
ture of gains. Public sharing in the cost of investment 
by small farmers might expand the exploitation of 
agricultural progress for agricultural investment. As 
regards large farmers, taxation cannot be avoided in 
the long run if agricultural progress is to be tapped 
for wider development. Direct taxation of agricultural 
land is regressive and has a low yield. There is thus 
an interest in a graduated land tax, in a wealth tax 
of wide coverage and in the rationalization of water 
rates. Excise duties on fertilizer may affect the larger 
farmers in the first instance, but they will militate 
later on against the spread of new techniques, unless 
immediately accompanied by the provision of cheap 
credit to small farmers. 


Indonesia 


Rice production under the different BIMAS 
“package” programmes has increased considerably 
since the inception of the policy in 1965. The package 
consists of seeds, manufactured inputs and cash, all 


3 There is some evidence that additional incomes are also being used 
to extend credit to small farmers, depressing the market rates of 
interest. Field data collected by the Programme Evaluation Organi- 
zation suggest that “farmers having more than three 5-6 hectares of 
operational holdings have also started extending assistance to the small 
farmers in the vicinity, charging only a fair rate of interest”. P. K. 
Mukherjee, “Institutional Framework of Agricultural Production in 
the ECAFE Region”, Fifth Inter-Regional Seminar on Development 
Planning, Bangkok, September 1969. 
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provided largely on credit. The new high-yielding 
varieties, IR-8 and IR*5 under the BIMAS BARU 
schemes began to be introduced in 1968 and have 
raised yields significantly. The constraints on food- 
grain production are all on the supply side; demand 
for food is likely to continue buoyant throughout the 
foreseeable future. These constraints are, on the one 
hand, due to the limitation on the supply of fertilizer 
and water and, on the other hand, to the scope of 
agricultural extension work, the organization of 
production and supply and the credit situation. The 
decline in additions to yields which has recently 
been noticed under the BIMAS schemes, particularly 
in Java, points to some of these bottlenecks. Popula- 
tion pressure on the land, the associated small size 
of holdings, the deterioration of the irrigation system 
and the inclusion of unsuitable areas in the pro- 
gramme have been suggested as explanations of this 
deceleration of yields. The tendency may possibly 
be reversed by transferring the programmes to other 
areas and by longer-term measures of resettlement and 
the rehabilitation of irrigation. It raises the question 
of the cost to the economy of the inputs required by 
the high-yielding varieties on which the programmes 
turn. The development of intermediate types of 
varieties, with lower input requirements, may thus 
be numbered among the policy alternatives in 
Indonesia also. 


The stagnation of cash crops in Indonesia argues 
for widening the scope of policy and of varietal 
development to include other crops as well. 


However great the emphasis that is put on the 
extension of credit, it appears inadequate. One of the 
major schemes, BIMAS GOTONG ROJONG, placed 
the responsibility for organizing and managing the 
cultivation projects in the hands of private companies. 
Under the initial agreements, the companies were 
responsible for the provision of all inputs in kind 
and of subsistence allowances to the farmers in 
stipulated areas. In return, the foreign companies 
received a fixed payment in foreign exchange.‘ 
Recently, the function of the firms was limited to 
the provision and spraying of plant protection 
chemicals. The Government is aware of the need 
to examine the question of whether this type of 
organization can be a substitute for the still very 
inadequate extension services, and whether the costs 
of the earlier arrangements were justifiable from an 
economical point of view. 


4 The first contract with CIBA was for covering 300,000 hectares 
of land at a cost of $40 and $54 per hectare with and without new 
seed respectively. Contracts with four more companies were based 
on similar principles. The performance of company-managed areas, 
however, was much below expectations (estimated at about 40-45 per 
cent). Now it appears that government agencies have taken over all 
functions except procurement of plant protection materials and spray- 
ing which are performed by the companies for $16 and $21 per hectare 
respectively in foreign exchange. 
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The impact of changing relative prices of fertilizer 
and rice on the intensity of adoption of various 
packages is critical. The low ratio of fertilizer to 
paddy prices clearly favours the application of 
fertilizers, possibly to a wasteful extent. It appears 
that fertilizer is cheaper in Indonesia than in any of 
the other countries studied. While fertilizer prices are 
controlled, the prices of rice have shown a rising 
tendency and this makes the relative prices more 
favourable to the use of fertilizer and may even lead 
to wastages. This suggests the need for a mechanism 
to adjust fertilizer prices to the changes in the rice 
prices. Most of the fertilizer is imported, although 
the country could produce enough fertilizer to fulfil 
the needs of a large part of the entire region. 


Even though rice prices have tended upwards, 
fears of sharp falls may be more real now than 
before when reductions in rice prices were unlikely 
in the conditions of galloping inflation that prevailed 
between 1950 and 1966. There is thus a need for 
a procurement organization which is broader in scope 
and furni hed with larger powers and funds than those 
possessed by the government procurement agency, 
BULOG. BULOG’s inability to function effectively 
has recently led to fluctuations in rice prices. 


Finally, while the schemes in their original design 
placed much stress on the position of smallholders and 
paddy peasants, the organization of the BIMAS pro- 
grammes may appear to some extent to favour the 
larger farmers. Lending, furthermore, is on the 
security of land and thus excludes tenants and share- 
croppers. In Indonesia, as elsewhere, the new tech- 
nology will require close scrutiny of such problems. 


Pakistan 


The general directions of policy in East Pakistan 
are determined by the present conditions of its 
essentially rain-fed cultivation. The dissemination of 
the new rice varieties (IR-8) is impeded by inadequate 
irrigation facilities and poor water control, by the 
high incidence of crop damage from floods and by 
the susceptibility. of the new varieties to diseases. The 
development of irrigation and flood control, and the 
further development of low-lift irrigation to improve 
water control, are thus preconditions for the spread 
of the new high-productivity techniques to East 
Pakistan. The task includes a systematic appraisal of 
the water table so as to determine the prospects of 
minor irrigation. Under controlled irrigation, IR-3 
appears to have been successfully cultivated, and the 
East Pakistan Plan aims at doubling its acreage (to 
700 thousand acres) between 1968/69 and 1969/70. 


The development of fertilizer-economizing varie- 
ties of relatively high yield may ease the acceptance 
of new methods on the small farms, apart from 
corresponding with the limitations on supply. The 
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conditions of high demand (which reduce somewhat 
the importance of grain quality) may lead to changes 
in the cropping structure, at the expense of jute. 
This tendency would be checked by a rise in produc- 
tivity. For the time being, the price level and the 
food situation can presumably be controlled on the 
basis of the success of wheat and rice cultivation in 
West Pakistan. In the longer run, agricultural pro- 
gress would be needed to reduce the disparity in 
incomes between the two provinces and to economize 
on transportation. 


While the technological ‘package’ approach to 
agricultural development, involving the _ highest- 
yielding new varieties and their required inputs does 
not, at present, seem to be the only approach for 
East Pakistan, incentives in the form of substantial 
price supports and input subsidies will continue to 
be necessary. In addition, there continues to be a 
need for developing the distribution of agricultural 
inputs and credit, particularly to small farmers.6 The 
small size of holdings may argue for the development 
of some form of communal cultivation. A reduction 
of the crop shares transferred to landlords, increased 
participation of landlords in the risks of a more 
expensive cultivation, and wider education of farmers,® 
appear to be the natural auxiliaries to increasing 
productivity in East Pakistan’s foodgrain sector. 


The current problems of West Pakistan’s agricul- 
tural policy, on the other hand, arise in the context 
of the great successes of wheat and rice production. 
The increases of output appear to reflect the impact 
of the new varieties. They have brought that province 
close to self-sufficiency and, in wheat, face to face 
with the prospect of surpluses. The recently observed 
levelling-off of the growth of yields may be overcome 
by the expansion of irrigation facilities that are in 
hand, and by improvements in the flow of high- 
grade seed to the farmers. 


In those circumstances, the most interesting 
alternatives are in the determination of the future 
growth rate of different crops. Wheat prices are high 
and the grain is, by and large, of middling quality. 
The export prospects are further qualified by the 
improving supply position of traditional importers,’ 
and by the growing stocks in the main exporting areas. 
While the foodgrain deficit of the province of East 
Pakistan will help to absorb increases in production 
in West Pakistan (especially of rice), the issue of 
crop diversification as against the development of 
grain exports has to be faced. It appears the more 
pressing as the profitability of wheat and rice tends 
to affect cash crops such as cotton and sugar. 


5 The policies designed to this end in Pakistan include (1) addi- 
tional powers to village officials for sanctioning loans; (2) an abbre- 
viated procedure for granting loans and (3) a fixed minimum credit 
for fertilizer in use. 

6M. B. A. Zaidi, The Relative Efficiency of Capital in Certain Agri- 
cultural Investments in West Pakistan, Karachi, 1967. 

7 Export prospects are discussed in A. P. Hasan, Export Market for 
Foodgrains, December 1968. 


Support-price policy demands a decision as to 
whether exports or diversification is to be preferred. 
The support prices for wheat and maize appear to 
place a significant burden on the budget, though 
the position of East Pakistan may argue against reduc- 
tions in support prices for rice. The pricing of inputs 
is a second dimension of price policy. The withdrawal 
of fertilizer subsidies is under discussion® and the 
risk of future fluctuations in the price of fertilizer 
may be controlled by buffer stocking. Price incentives 
may nevertheless continue to offer a lever for 
improving the balance between different types of 
fertilizer. The subsidies on plant protection materials 
may be easier to withdraw. if technically superior 
forms of community application can be introduced. 


The condition of wheat farmers in the dry areas, 
and the changes in the agrarian structure which are 
likely to result from the cultivation of the new 
varieties, further strengthen the case for agrarian 
institutional reforms. 


Philippines 


The policy alternatives which appear to be facing 
the Philippines arise from the success achieved in 
the cultivation of rice. The level of output achieved 
or expected in 1967, 1968 and 1969, when compared 
with the output of earlier sequences of good and 
bad agricultural years, reflects the successful exploita- 
tion of the technical breakthrough which starts with 
the development of the new high-yielding varieties. 


The directions of policy are clear as regards the 
need for improving the quality of grain. This itself 
may be helped by the development of varieties of the 
third type (table I-A-14) which offer relatively high 
yield for lesser volumes of inputs than those required 
by the varieties IR-8 or IR-5. A movement towards 
fertilizer economy seems indicated, not only by the 
general consideration of farmer access to the new 
techniques, but also by the still unsolved difficulties 
of fertilizer production in the Philippines. The 
technical potential for this production seems high but 
imports continue to co-exist with excess capacity (of 
about 70 per cent in 1968) in domestic factories. 


Given the continuation of the growth of rice 
production, as in recent years, based on the expansion 
of credit to farmers, extension work and the mainten- 
ance of high guaranteed prices, the Philippines may 
face difficult problems. These so-called second- 
generation problems include the demand for drying, 
transport, milling, market and storage facilities. The 
size of the facilities will depend primarily on the size 
of buffer stocks and exports.® 


8 Planning Commission, Guidelines for the Fourth Plan: The Agri- 
cultural Sector. 

9 Allowing 10 per cent for buffer stocks, i.e. about 0.6 million tons, 
the export surplus in 1968/69 is estimated at about 0.678 million tons 
of paddy: existing milling facilities are unable to obtain better than 
40 per cent broken compared with lowest-quality rice, internationally 
traded, of 20-25 per cent broken. 
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The principal choice that may have to be faced 
in the Philippines is between building up rice exports 
and diversifying agriculture. Even though the 
Philippines appears to enjoy a comparative advantage 
in the production of rice! there are factors which 
qualify export prospects. In particular, the quality of 
rice will assume increasing importance as production 
of rice expands in several countries, among them 
traditional rice importers. It appears, for example, 
that, taking quality into account, the possession of 
a comparative advantage vis-a-vis Thailand is more 
than doubtful. Pending the qualitative improvement 
of Philippines rice, exports would presumably have to 
be based on low prices. The export price of IR-8, 
for example, which sells at present at 30 per cent 
below local Philippines varieties, would need to be 
lowered. The cost of inputs is unlikely to decline, if 
demand is further expanded, and support prices would 
thus have to be maintained at their present levels. 
Recently, these prices have been comparable with the 
international price of rice and are, indeed, among the 
lowest prices in the main producing countries," but, 
if the international price for varieties available from 
the Philippines were to decline, the necessary budge- 
tary operation would become correspondingly more 
difficult. In addition, of course, the margin of 
advantage of rice production for exports over the 
production of alternative crops would narrow. 


The alternative may thus be sought in the 
expansion of maize production, (ultimately, one 
hopes, on the basis of improved seed), for which 
the growing livestock industry offers a market, and 
in increases in the production of sugarcane, tobacco, 
legumes, fruit and vegetables (which can be grown 
as second crops and would be important cavers of 
foreign exchange). 


While the second choice would require a read- 
justment of prices and allocation policies, it would 
not affect the obvious objectives in the field of 
irrigation. Minor irrigation works appear to be 
expanding rapidly but there seems to be insufficient 
knowledge about the ground water potential and the 
water table. The co-ordinated development of surface 
and ground water development through associated 
administrative agencies appears to demand a high 
priority. 


Lastly, the direction of institutional reform 
remains similarly unaffected by the choice between 
alternative output patterns. In this area, the Philip- 


10 RAO, Study Group on International Action on Rice, “The Philip- 
pines Position”, 13th Session, March 1968: “According to detailed 
studies by the RCPCC, cost of production on large-scale farms pro- 
ducing the high-yielding varieties ranges from $74 to $110 per metric 
ton of milled rice f.0.b. Manila port. This may be compared with the 
current world market price of Thai milled rice of about $165 at the 
end of January 1969”. (Vol. I, p. 38). 

1 ]bid, 


pines has some lessons to offer, as for example, in 
the stress laid on the staged process of land reform. 
In the first stage, rent in cash is set at no more 
than 25 per cent of the output, and leaseholder status 
is given to the tenant farmer. This is followed by 
turning leaseholders into owner-cultivators through 
purchases of land from the landlord. Progress in the 
second stage has been slow though available evidence 
suggests that it was quite satisfactory in the first 
stage.!2_ The slow progress in the second stage has 
been mainly the result of lack of funds. Sketchy 
evidence suggests that large numbers of leaseholders 
covered by the reforms had to enter into share- 
cropping arrangements with their former landlords. 
Such tendencies can only be corrected through the 
provision of institutional credit. The difficult budge- 
tary position, and the problems encountered in the 
recovery of loans and other charges,!* present further 
obstacles to institutional and organizational §trans- 
formation such as is needed to widen the area of impact 
of agricultural advances. 


Countries following alternative strategies 


The three countries in this study which follow 
alternatives to the socalled new strategy find them- 
selves in very different circumstances but have in 
common a relatively high dependence on agricultural 
export production which has to enter into the design 
of their general agricultural policy as well as their 
grain policy. 


Thailand, as a major rice exporier, has to 
consider the quality of rice and the future export 
position in framing its policy for the rice sector. 
With increasing production in traditional importing 
markets, heavy surpluses in Japan and elsewhere out- 
side developing Asia, and the possibility of weakening 
prices, increases in productivity are required to 
maintain the profitability of rice production. A high 
rate of population growth will continue to raise 
internal demand. Beyond this, the extent to which rice 
production is to increase on the basis of improved 
productivity, and the extent to which resources are 
to be diverted into alternative crops, presents a major 
choice. Thailand’s policy envisages large increases of 
productivity as a result of improvements in irrigation 
(notably the Chao Phaya/River Project) and flood 
control.14 The control of virus diseases to which 


12 For example, 70 per cent of the land in Central Luzon has been 
declared “land reform areas”’, this being the first step of the first stage. 

13 For example, outstanding debts rose from 237.7 million pesos 
in December 1967 to 475.8 million pesos in December 1968 and fur- 
ther to 570 million pesos in the early part of 1969, 

14 The benefits from the Greater Chao Phaya Project have not yet 
begun to materialize. This project aims at better irrigation facilities 
in both the wet and dry seasons and flood control which will sub- 
stantially reduce the damage to paddy crops and permit double- 
cropping. These measures would increase yields substantially by 
reducing yearly output fluctuations and permitting the use of modern 
inputs. See FAO/UNDP, Survey Mission for the Chao Phaya Delta, 
April 1968. 
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Thai indica rice varieties are highly susceptible, 
and pure-line selection from the local varieties offer- 
ing high yields with moderate doses of fertilizer,’ 
promise further additions to yield. In the absence of 
evidence of the introduction of the new technology 
of high-yielding varieties, there appears to be a clear 
case for institutional reforms to check the growth 
of tenancy and safeguard the smaller farmers.17 


Malaysia’s policy seems to be based on laying 
the foundations for productivity growth in grains by 
extending and improving irrigation and by develop- 
ing varieties of relatively high yield which will allow 
technical progress in cultivation without sharp dis- 
continuity of required practices. The policy regarding 
varieties is reflected in the emphasis placed on the 
cultivation of Mahsuri, the improved indica for normal 
cultivation, and Bahagia, the locally selected new 
high-yielding and quick-maturing variety for double- 
cropping.!8 In irrigation, there is a corresponding 
emphasis on projects which will allow double-cropping, 
but as yet no strong drive to exploit ground water 
resources which may exist in the deltaic regions and 
in the command areas of the major projects under 
construction. 


Land reform, in the shape of the Paddy Cultiva- 
tors Control of Rent and Security of Tenure Act, 1967, 
has to cope with conditions that have long remained 
unremedied. About haif of all paddy farmers are 
full or part tenants. If rising tendencies of tenancy 
rates, rents and land prices, such as have been seen 
in the central plain of Thailand since the 1950s, are 
repeated in Malaysia following on the development of 
irrigation and double-cropping, reform and protection 
will have to be pursued with speed. The Act of 
1967 which fixes rents (which, however, should be 
relative to paddy production per acre) may fail to 
stem the adverse effects of tenancy rates on produc- 
tivity.19 


15 Tt was reported by the Thai rice-breeders that virus disease re- 
duced yield by 20-30 per cent and the gains in yield due ‘to virus 
control could be substantial. 

16 Even the floating rice that is planted in a depression with a water 
depth of 4 metres, a recommended variety yields 6.5 tons per hectare 
without fertilizer. See Ishikawa, “Strategies”, op. cit., p. 87. 

17 Tenancy is prevalent in various regions of the country, its in- 
cidence being highest in the central plain where it has tended to 
increase since the 1950s. The proposed land reform, including rent 
control, security of tenure, land taxation and land titling, may check 
the increase in tenancy (due to lower rent) and induce large farmers 
to sell land, yet fail to safeguard the small farmers who are relatively 
more efficient; nor does it provide an adequate mechanism to check 
the resumption of land by landlords, and hence to ensure that pro- 
ductivity gains will accrue to the tenants. 

18 For example, Bahagia accounted for 70 per cent of the total dis- 
tributed seed of the popular varieties in 1967/68. To this may be 
added the seed multiplied and distributed by the farmers themselves. 
It is likely that 20,000 acres were planted with this variety during 
1969. Division of Agriculture, Second Quarterly Report, April-June 
1969, p. 8. 

19 Particularly because the yield advantage of the varieties now being 
used or proposed is less than those for the IR-8 and IR-5. The 
minimum rent works out at 30-35 per cent of the total yield per 
hectare. 


Ceylon also follows a policy of gradualism in 
grain production, with satisfactory results in recent 
years. It is reflected in the precedence given to irriga- 
tion development and to maintaining continuity in 
cultivation practices and the growth of scale of input 
requirements. It seems that conditions in Ceylon: 
relatively good water control, relatively heavy use of 
fertilizer per hectare and the use of locally developed 
high-yielding varieties H4 and H8, make Ceylon 
particularly suitable for a transition to the inter- 
national high-yielding types of varieties and their 
associated technology. 


The problems of Ceylon’s agricultural policy 
appear to arise largely from the success of her basic 
policy to raise productivity and output. As regards 
irrigation, the major and medium projects and the 
promotion of low-lift pumps (particularly in the dry 
areas), will presumably have to be complemented 
by improvements in distribution systems and in the 
pricing of water.2° The aim will have to be the 
exploitation of the large potential for double cropping. 
Crop diversification policies have been focused on 
high-yielding subsidiary crops, such as _ chillies, 
onions, pulses and potatoes, but the main measures of 
protection and incentive (import restrictions, import 
of fertilizer, fertilizer subsidies and the import of 
machines, tools and tractors) are concentrated on the 
rice sector. Given the experience of considerable 
success in rice production, there arise questions of 
crop balance or, simply, of the closer investigation of 
the costs at which additional rice is produced. The 
assessment of projects and the evaluation of achieve- 
ments appear to be made almost exclusively on criteria 
of yield. A consideration of costs and alternative 
costs is bound to bring into question the structure of 
incentive prices: rice support prices are rather high 
relative to import prices and the subsidy on fertilizer 
(70 per cent of which is given for rice cultivation) 
amounts to about half of the c.i.f. prices. A higher 
price for fertilizer might lead on average to a more 
economical use of water, but water rates could be 
employed directly to this end. Price disincentives do 
not appear to have slowed down the demand for 
tractors. Mechanization needs to be examined in the 
context of its social cost (there is still heavy unemploy- 
ment and underemployment in the countryside) ,?21 and 


20 These may include modification in the conditions of water use 
and review of the existing pricing policies for the use of water from 
public projects. The existing flat rate of water use does not induce 
the farmer to economize it. Ministry of Food and Agriculture, Agri- 
cultural Development in Ceylon (1969), p. 34. The graduated water 
rates charged in Malaysia provide a better policy for the efficient 
utilization of existing water. 

21“Tn so far as agriculture is concerned, it was found that only 
about 30 per cent of the employed had more than 20 full days of 
work per month in various seasons”. “It is also indicated that 31 
per cent of the paddy cultivators had no work and 65 per cent on the 
average had less than 15 days of work per month’. Further, it was 
estimated that 13.8 per cent of the labour force was unemployed; in 
villages the proportion was 12.5 per cent and 15 per cent, including 
the seasonally unemployed labourers. Jbid., p. 12. 
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no notion can be formed of this without a closer 
investigation of the real cost of expanding rice 
production. 


Lastly, while the rice policy was conceived in 
part to encourage the peasant sector and improve 
the distribution of incomes,?2 land reform, and 
particularly the reform of tenancy arrangements, 
appears to be a weak part of an agricultural policy 
which, in most other respects, appears suitable for the 
wide dissemination of benefits and productivity gains, 
provided that institutional hurdles are removed. 


Concluding observations 


The yield potential and short maturity characteris- 
tics of the new varieties make them clearly superior to 
local varieties, but the technical requirements of this 
culture: massive doses of fertilizer, pesticides, tech- 
nically superior water supplies and precision of 


22 Central Bank of Ceylon, Annual Report, 1968. 
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cultivation, are decidedly higher than the original 
varieties. Experience on the farm does not yet tell 
whether the dissemination of new varieties will be 
efficient in terms of the intensity of adoption. The 
new strategy is apparently land-saving and requires 
large amounts of working capital. This necessitates 
substantial extension of bank credit and other types of 
assistance to small cultivators if they are to share 
the benefits of the new high-yielding varieties. 


It is too early to evaluate the economic and social 
effects of the new technology in the various countries 
of Asia. At this stage only the likely problems can 
be identified. However, the technological break- 
through in wheat, the somewhat varied experience with 
the new varieties of rice and the attempts to diversify 
agricultural production, may offer an opportunity for 
regional co-operation among ECAFE countries in 
respect of food and other crops and the supply of 
fertilizers. 
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Chapter | 
INTRODUCTION 


The case for promoting trade among the countries 
of the ECAFE region rests primarily upon the case 
of promoting trade among developing countries in 
general, for the countries of the region mostly belong 
to the developing category. The arguments that 
will be presented during the course of the present 
survey, however, will show that the developed countries 
of the region, namely Japan, Australia and New 
Zealand, also stand to gain significantly by entering 
into more intense trading relations with the develop- 
ing countries of the region and, by doing so, can 
contribute a great deal to the development of the 
developing countries of the region. 


The arguments for the promotion of trade among 
developing countries in general are well known and 
widely accepted in substance. It is however possible 
to hold the view that, despite the general acceptance 
of the ideas, not much has happened in the way of 
their translation into practice and that the developing 
countries have been directing the greater part of their 
attention to obtaining concessions in trade and aid 
from the developed countries of the world. It is true 
that the developing countries’ trade dependence upon 
the developed world is of paramount importance and 
will continue to remain so for some time to come; 
hence it is perfectly in order for the developing coun- 
tries to make all possible efforts to obtain better 
conditions in their trade dealings with the developed 
world. <A lessening of one-sided dependence on the 
developed world ought, however, to be an ultimate 
objective of the developing countries. 


Better conditions of trade with the developed 
world are meant to contribute to the faster develop- 
ment of the developing countries and are therefore 
expected to yield the long-run result of lessening the 
one-sided dependence of the developing countries. An 
intensification and diversification of trade among the 
developing countries themselves, however, is a direct 
means of lessening this dependence in the short-run. 
There is no conflict between the two approaches. 
Their complementary character was recognized when 
the developing nations opened three fronts at the 
UNCTAD forum: trade with developed market 
economies, trade with centrally-planned economies and 
trade among developing countries. While the 
approaches are consistent there remains a question of 
emphasis and strategy for further work. 


Efforts at promoting trade among themselves 
demand self-reliance on the part of the countries 
concerned. While the developing countries all over 
the world are experimenting with and negotiating 
about various forms of economic co-operation, the 
importance of these new trade policies to the strategy 
of development of the developing world as a 
whole remain insufficiently appreciated. The World 
Economic Survey, 1963, calculated that “in the 
absence of structural economic changes and new 
policy measures the deficit in the balance of payments 
on current account (of the developing countries all 
taken together) would increase from aboui $5 billion 
in 1960 to around $20 billion in 1970...” This 
calculation assumed the unchanging dependence of the 
development of the developing countries on imports 
from the developed world and ignored the possibility 
that part of the imports from the developed world 
could be offset by importing from the developing 
countries.! 


The economic position of the developing countries, 
relative to that of the developed world, worsened 
in the decade of the 1960s. The high hopes of the 
First Development Decade have remained partly 
unfulfilled, though the extent of the failure is not 
apparent in a simple comparison of the target rate 
of growth and the rates of growth actually attained. 
During the period 1960-1967, the average rates of 
growth of gross domestic product and per caput pro- 
duct of the developing countries were 4.7 per cent 
and 2.7 per cent respectively, but there was a marked 
disparity between the rates recorded in different 
countries or regions. In the case of many countries 
or regions, also, the average rate of increase of 
GNP recorded in the 1960s represents a decline in 
comparison with the 1950s. As the Committee for 
Development Planning noted in its report on the 
fourth and fifth sessions, “There are indeed not many 
countries which have made truly rapid progress, apart 
from those which have benefited from exceptionally 
favourable external conditions (notably petroleum- 
producing countries and countries which have gained 
from war circumstances)”. 


1 The World Economic Survey treated the gap as measuring the 
required contribution of other policy changes such as export drive, 
increased import substitution, measures to improve net balance of 
service transactions. Exactly the same treatment of import require- 
ments from the developed world and complete neglect of the possibility 
of lessening that dependence through trade among developing coun- 
tries mark the gap calculations of GATT as presented in International 
Trade, 1961. 


During the same period, developed countries 
continued to expand their: economies at high rates. 
Between 1960 and 1967, the developed market 
economies increased their total gross domestic product 
by 5.2 per cent and the centrally-planned economies 
increased their net national product by 6.6 per cent. 
Despite this performance, the developed countries have 
hitherto failed to fulfil the Development Decade target 
of contributing one per cent of their GDP as aid 
to the developing countries. Instead, “the net flow 
of financial resources as a percentage of the gross 
national product of the developed market economies 
have actually declined from 0.79 in 1960 to 0.68 in 
1967”. The report of the Committee for Development 
Planning continues, “Moreover, in spite of some pro- 
gress in opening up their markets for exports from 
developing countries and in expanding new forms 
of technical assistances, the present situation in these 
fields still leaves much to be desired, and the world 
market prices continue to affect developing countries 
adversely”. 


The yawning gap between the developed market 
economies and the developing economies finds another 
expression in their export performances. While the 
developed countries have steadily expanded their world 
exports by 8.6 per cent per annum between 1950 and 
1966, the exports of developing countries only 
increased by an average of 4.3 per cent per annum 
during that period. Recently this rate has increased: 
during ithe 1960s, the average rate of expansion was 
6.0 per cent. This acceleration contains a sharp 
increase of exports to the developed world: between 
1950 and 1958 the volume of these exports grew at 
the rate of 3.5 per cent per annum, but between 1958 
and 1966 the rate increased to 5.8 per cent.2. This 
acceleration of exports did not result in any accelera- 
tion of imports from the developed countries: export 
earnings presumably did not increase sufficiently to 
offset completely the effect of the slow-down of the 
net inflow of capital from the developed countries. 
In fact, exports from developed to developing countries 
increased during 1958-1966 at an average annual rate 
of 4.1 per cent, against a rate of 5.9 per cent during 
the previous eight years. 


As a net result of these contrary movements of 
exports, the importance of the developing countries as 
trading partners of the developed countries has 
declined steadily, while the trade flows between 
industrial countries? have become steadily more 
dominant. In terms of world export earnings, the 
share of the industrial areas increased from 58.6 per 
cent in 1953 to 66.4 per cent in 1966, whereas the 
share of the developing countries decreased from 27.0 
per cent to 19.3 per cent. The industrial countries’ 
exports to each other rose from 37.1 per cent in 


2 UNCTAD Trade in Manufactures of Developing Countries, second 
session, New Delhi, 1967. 
3 According to GATT categories. 
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1953 to 47.5 per cent in 1966, whereas their exports 
to the developing countries fell from 17.5 per cent 
to 13.7 per cent. The exports of developing countries 
to other developing countries represented only 6.1 per 
cent of world exports in 1953 and this percentage 
shrank further to 4.1 per cent in 1966. This relative 
decline occurred despite the fact that the volume of 
these exports grew at an accelerated pace: between 
1950 and 1958 the rate of expansion was only 1.2 
per cent, but between 1958 and 1960 is became 4.8 
per cent. 


The decelerating trend of the developing coun- 
tries’ capacity to import from the developed world is 
likely to continue, leading to deeper international 
crises. On the one hand, there is hardly any 
possibility of the trend of exports from the develop- 
ing countries to the developed ones taking any sharp 
upward turn. According to UNCTAD calculations, 
exports of traditional items are not expected to grow 
between now and 1975 at a rate higher than 4 per 
cent per annum. If import substitution proceeds at 
the same rate as in the past, the “gap” in payments 
due to goods, services and investments, will stand 
between US$17 billion and US$26 billion. The 
prospects for bridging this gap by net inflows of 
capital from the developed countries are not good. 


Specifically, if capital inflows are to close the 
gap, gross flows of aid would have to increase 
massively because of the growing burden of debt 
service and repayments; or the terms of past and 
future would have to be eased. There is however a 
second alternative: lessening the import requirements 
without changes in the target rate of growth. This 
would result from import substitution to be under- 
taken, not by each country vis-a-vis the rest of the 
world, but by the developing countries as a group 
vis-a-vis the developed world. 


4 “Studies by the UNCTAD secretariat show that if current gross 
flows of aid are maintained on present terms and conditions, the net 
flow will decline substantially over the coming years, and that even if 
the objective were merely to maintain the current net inflow, gross 
flows would have to increase considerably. 

“Specifically, it has been shown that if the gross inflow of grants 
and loans into developing countries were to continue at 1965 levels, 
and 1965 average terms and conditions were maintained, the total net 
inflow of grants and loans (net of interest and amortization) would 
decline from $5.9 billion in 1966 to $3.6 billion in 1975. On the 
basis of the same assumptions, net lending for developing countries 
as a whole would become negative by the year 1970, and thus begin 
to offset the flow of grants. 

“If, however, the net inflow of grants and loans is to be maintained 
at its 1965 level, and export credits were assumed to grow ata rate of 
5 per cent annually, the gross inflow of grants and loans would have 
to rise from $12.2 billion in 1966 to $17.5 billion in 1975, assuming 
the continuation of 1965 terms and conditions of borrowing. Total 
debt service would in that case rise from $5.1 billion in 1966 to $10.4 
billion by 1975. Payments of interest and amortization of developing 
countries other than petroleum exporters at the end of the period 
would absorb an average of 23 per cent of their over-all export earn- 
ings, even assuming an average growth rate of exports of 4 per cent 
per annum. Moreover, if lending were to continue on present terms, 
by the year 1975, 60 percent of the gross inflow of grants and loans 
would be offset by debt service as opposed to 42 per cent in 1966”. 
UNCTAD, Growth, Development Finance and Aid (Synchronization 
of international and national policies), Issues and proposals (TD/7). 
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Import substitution as a strategy of development 
has recently come under attack, export promotion being 
often put forward as the alternative. Considerations 
of economies of scale, paucity of resources and absence 
of competition suggest that import substitution leads 
to inefficient investment allocations when it is resorted 
to by a single country on a large scale. But the 
alternative is not to resign the determination of the 
investment pattern in a country to world market 
forces; and again export promotion as a strategy 
does not mean that a developing country is to try 
to match by its own exports whatever imports there 
would be if world market forces were allowed full 
and free play. Export promotion and import sub- 
stitution cease to be rival strategies as soon as the 
problem is shifted from the plane of an individual 
developing country to that of the developing world as 
a whole. Import substitution, in that sense, means 
a continuous change of the commodity composition 
of the import flows from the developed world to the 
developing world, restricting the scope of importation 
to such goods as are not obtainable at the given 
point of time by production in any of the developing 
countries. As a corollary, import substitution would 
mean the opening or intensification of trade among 
developing countries in the commodities partly er 
wholly eliminated from the flows of goods from the 
developed countries. Import substitution vis-a-vis the 
developed world and export promotion vis-a-vis other 
countries of the developing world thus constitute 
complementary measures. 


The trade among developing countries that would 
result from this import substitution would thus 
represent trade diversion in the short run, with the 
usual advantages of trade diversion. In concrete 
terms, there is a range of manufactured commodities 
(consumer goods as well as producer goods) which 
many developing countries at present import from the 
developed countries and which can be or are being 
produced in other developing countries. Frequently 
these products are not perfect substitutes for the 
products of the developed countries because of 
differences in quality, cost and price. Static welfare 
comparisons are, however, of little relevance to the 
choice of a growth strategy. Trade diversion should 
only be the immediate effect of a strategy continuing 
import substitution with export promotion. There 
would, of course, be much trade creation once growth 
is accelerated. There would also be the usual effects 
of an enlargement of market: industries subject to 
increasing returns to scale which individual countries 
could not set up at all, or only run at very high costs, 
would become economically viable. Exposure to com- 
petition should ensure greater attention on the part 
of producers to efficiency and costs and greater care 
on the part of entrepreneurs in selecting industries 
for investments. The distribution of industry among 
countries would thus be increasingly based on com- 
parative advantages. 


This statement of a strategy that combines import 
substitution with export promotion is not meant lo 
indicate a programme of action, but only to provide 
a logical frame in which to place the argument for 
promoting trade among developing countries. The 
purpose of the strategy is to obtain for the developing 
countries, as a whole, as high a rate of growth as is 
possible within the limits. The pursuit of different 
economic activities by different developing countries, 
and the commodity flows among those countries, have 
to be considered with this objective in mind. Of 
course, the entire developing world is not a single 
economic unit; the export earnings of all the deve- 
loping countries do not flow into a common pool; 
they cannot be used to finance a common bill of 
imports to be distributed among the different deve- 
loping countries consistent with an optimum investment 
allocation and production pattern. All the same, this 
model is no more removed from reality than many 
an economy growth model for a single economy and 
is not meant to do anything more than a model 
is supposed to do in economic theory. 


From this model involving developing countries 
as a whole, one more step leads to the concept of 
regionalism: intra-regional trade, meaningful arrange- 
ments among countries of the same region, joint 
ventures and other forms of co-operation among them. 
It goes without saying that import substitution at the 
level of the developing countries as a group would, 
in concrete terms, most frequently mean import 
substitution at the regional level. This proposition 
which is based on elementary considerations of 
transport costs is more obvious than the further 
proposition that trade among developing countries 
must not be entirely confined to regions. For one 
thing. on the international plane, there are no 
economic (as distinct from conventional or geogra- 
phical) definitions of regions. The geographical or 
transpori-wide distance between two countries in 
different regions may sometimes be less than that 
between two countries of the same region. Even a 
long distance between two developing countries should 
not rule out the exploration of trading opportunities 
between them. There are obviously many and varied 
possibilities; one may attempt to look at some of 
them, keeping the ECAFE region in view. 


A study of the long-term trends of the trade 
of the ECAFE region reveals some disquieting features. 
The share of the developing ECAFE countries in world 
trade has tended to decline and, at the same time, the 
terms of trade in both comparative and absolute terms 
have become steadily less favourable to these countries. 
World market prices of manufactures have been 
increasing much more than prices of primary pro- 
ducts: while this is true of primary products of all 
regions, it is particularly so for the ECAFE region. 
Whereas the real prices of all primary products have 
increased by 33 per cent, the increase for the primary 
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products of the ECAFE region has been only of the 
order of 8 per cent. The region has not been able to 
maintain its share in the world markets for its 
traditional primary products. Petroleum-producing 
countries in the region have lagged in production and 
these exports are far behind those in other regions; 
natural rubber is facing keen competition from 
synthetic rubber and has been suffering a fall in 
prices; tea seems to have reached a point of demand 
saturation, whereas cocoa and coffee are enlarging 
their markets in the ECAFE region. The primary 
exports of the region have, over the long term, revealed 
greater vulnerability to violent market fluctuations 
than primary commodities of other regions. The 
traditional manufactures of the region have been 
stagnant: cotton textiles have been confronted by 
synthetic fibre products, jute has had to contend with 
the introduction of other packing materials (e.g. paper 
bags) and new handling methods (e.g. containeriza- 
tion). 


Between 1955 and 1965, the developing ECAFE 
countries increased their exports at alout the same 
rate as all developing countries taken together, but 
imports have grown at a higher rate than in any 
other developing region. This may be an indication 
of a policy of faster growth, and a failure to match 
the import requirements of fast growth with a 
commensurate extension of exports. This over-all 
view for the ten year period fails, however, to reveal 
certain crucial changes. While imports increased 
twice as fast as exports between 1955 and 1960, the 
rates became almost the same in the 1960s; the rate 
of exports going up and that of imports going down. 
The first movement reflects the success of the export 
promotion drives resorted to by most of the countries; 
the acceleration of imports partly reflects the effects 
of import substitution and partly the falling-off of net 
receipts of foreign aid. 


It is true that there have recently been some 
hopeful developments. New markets have been opened 
up in some developed countries and in Eastern Europe, 
and new commodities, mostly industrial products, 
have made their appearance in the exports of the 
region. It can hardly be maintained, however, that 
anything that has happened so far will bring any 
fundamental change in the long-term trends. Neither 
long-term trends nor short-run developments permit 
the conclusion that the countries of the region can 
afford to base their development strategy on the 
assumption of a very much accelerated expansion of 
their export earnings in hard currency. Regional 
import substitution and intra-regional trade have thus 
all the more crucial a role to play in the region’s 
development. 


The policies pursued by national governments in 
this matter, however, have moved in the opposite 
direction. Most of the governments of the region in 


the period after the Second World War launched 


programmes of planned development and adopted a 
strategy of import substitution at the national level. 
This, among other things, has resulted in severely 
inhibiting intra-regional trade. 


This tendency was all the more regretable as 
Asia’s trade traditionally involves a much higher 
proportion of intra-regional trade than does the trade 
of other comparable regions. At present, approxi- 
mately one fourth of the total trade of the developing 
ECAFE countries is intra-regional trade: this is to be 
compared with intra-regional trade in Latin America 
which has been about a tenth of its total trade. 


/ The developing countries of the ECAFE region 
stand to gain significantly from the intensification of 
intra-regional trade. This in turn would benefit the 
developed countries of the region. In so far as 
intra-regional trade contributes to the faster rate of 
growth of the developing countries, the developed 
countries should benefit from the enlargement of the 
regional market. The size of the market is of no 
particular interest, however, so long as it remains 
closed in by protective walls. If the developed coun- 
tries of the ECAFE region are to derive specifically 
larger benefits it would be necessary for them to 
participate in regionaal trade régimes. Japan, for 
instance, might gain initially through regional arrange- 
ments particularly in regard to capital goods. 
Australia might gain through trade creation, there 
being a potentially vast market in the region for its 
processed foods; it might gain if it could supply 
primary products which the regional countries at 
present import from outside the region. At present, 
New Zealand has practically no trading relations with 
the developing countries of Asia. The potential com- 
plementarities between these two areas are not such 
that mere removal of barriers would lead to the 
creation or even diversion of any sizable trade; that 
would only develop in response to promotional efforts. 


Apart from Japan, the countries that have been 
making rapid advances in exports are China (Taiwan), 
Hong Kong and the Republic of Korea. It is interest- 
ing, however, that the balance of trade has been 
negative, not only in most of the other countries, but 
also in these export-oriented economies. The only 
countries with a surplus in this balance are Iran and 
Brunei, producing petroleum and Malaysia, producing 
rubber. The region, as a whole, has a heavy negative 
balance which continues to grow. The terms of trade 
follow a particularly adverse trend in the cases of 
tea, rubber, cotton, abaca and copra. While gold 
and foreign exchange resources have been increasing 
in China (Taiwan), Iran, the Republic of Korea and 
Japan, they have been declining in Ceylon, Malaysia 
and Pakistan. The absence of significant changes in 
the remaining countries is due to different reasons. 
In the case of India, for example, it indicates simply 
that reserves had reached rock bottom, although there 
has been some improvement in the fiscal year 1969/70. 


Chapter 


COMMODITY COMPOSITIONS AND COUNTRY LINKAGES 


This section presents the actual pattern of intra- 
regional trade flows.! 


The importance of intra-regionat trade relative to 
total trade is higher in the developing part of the 
ECAIE region than in developing regions in Africa 
and Latin America. The comparatively weaker 
dependence on the developed world, and the existence 
of trade connexions of long standing, offer a sound 
basis for the further development of intra-regional 
trade and co-operation. 


The importance of ECAFE developing countries’ 
intra-regional trade in the region’s total trade has 
however been declining. This reverse movement dis- 
appears when the intra-trade of the region as a whole 
is considered, instead of only the developing countries. 
About a third of the region’s exports and the same 
proportion of its imports move inside the region itself, 
and this ratio has remained more or less stable over 
the years. 


Among the countries of the ECAFE group, the 
degree of variation in the importance of intra-regional 
trade is very high. The high proportions which 
intra-regional trade forms of total trade in the 
Republic of Korea, China (Taiwan) and Thailand 
reflect the importance to their economies of certain 
commodities which are also important in their trade 
with other countries in the region. In the case of 
Sabah, Sarawak and Brunei, however, the high pro- 
portion reflects with fact that these were parts of the 
same economy during the colonial period and the 
present trade between them and the rest of Malaysia 
is but the erst-while domestic trade of the area in 
changed guise. The very low figures for Afghanistan 
are surprising: for a small land-locked country, 
Afghanistan’s foreign trade has not got the country 
concentration one would expect. It has trade relations 
with only Iran and India among the ECAFE countries, 
its other important partners being the USSR, the 
United States and other Western countries. New 
Zealand has most of her regional trade relations with 
Australia, so that for her the coefficient of intra- 
regional trade is again very low. 


The proportion of intra-regional exports to total 
exports declined between the mid-1950s and the mid- 
1960s in the case of many couniries, but a reverse 
trend has been visible since then. In the case of 


1 It would have been desirable to trace the evolution of the pattern 
over time, but it is difficult to make such a study over any long period, 
as the countries in the region have changed a great deal since the 
Second World War. 


intra-regional imports, however, the trend is declining, 
though in many cases the proportion has remained 
more or less unchanged. A conspicuous exception 
is the Philippines whose trade with the United States 
suffered a major reduction during this period. 


The contrary movements of intra-regional exports 
and imports probably reflect nothing but the general 
fact that the imports required by the developing 
countries of the region from developed countries out- 
side the region are outstripping their export earnings 
from the same markets. Exports to the region are 
expanding at a faster pace than exports to outside the 
region, but imports from the latter are expanding at 
a faster rate than imports from within the region. 


A somewhat different pattern is revealed by 
Hong Kong, and China (Taiwan). Their exports 
to the region are declining as proportions of total 
exports but the proportions of their imports from the 
region to total imports are rising. In the case of the 
Republic of Korea, the proportions of both intra- 
regional exports and imports are rising. This may 
be taken to reflect the success of the export-oriented 
industrial development of these countries. They are 
increasingly importing raw materials from neighbour- 
ing countries and increasingly exporting their indus- 
trial products to extra-regional markets. 


The commodity composition of the present intra- 
regional trade flows will be studied in detail in terms 
of the Commodity Flow Matrices presented in section 
5. For a first judgement of future trade potentialities, 
it is helpful to compare the commodity composition 
of over-all trade. The countries of the ECAFE region 
can be divided into four groups: the three developed 
countries taken individually and all the developing 
countries taken together. Australia and New Zealand, 
of course, are treated as developed countries because 
of their higher per capita GDPs, but they are primarily 
non-industrial countries. It now appears that the 
commodity composition of the exports of Australia 
and New Zealand is more dominated by agricultural 
products and other industrial raw materials than that 
of the developing ECAFE countries. The share of 
capital goods in their imports seems also to be higher 
than in the developing countries. While durable 
consumer goods constitute 3.9 per cent of the deve- 
loping ECAFE countries’ exports, those for Australia 
and New Zealand are only 0.5 per cent and 0.1 per 
cent respectively. Non-food consumer goods constitute 
14.0 per cent of the exports of the developing ECAFE 
countries; the figure compares well with Japan’s 21.8 
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per cent. The corresponding percentages in the 
exports of Australia and New Zealand are only 1.8 
and 0.4. On the other hand, capital goods (including 
transport equipment) constitute 23.2 per cent of the 
developing ECAFE countries’ imports, whereas for 
Australia and New Zealand the proportions are 30.3 
per cent and 32.7 per cent. 


This picture of the developing ECAFE countries 
appearing to have a higher degree of industrial self- 
sufficiency than Australia and New Zealand is, of 
course, due to the resource position of the different 
countries, including incomes per head (motor cars are 
classed as capital goods!), and also to the presence 
in the group of developing countries of a few countries 
that have developed along paths of export-oriented 
industrialization. 


The proportions of capital goods and durable 
consumer goods in exports have gone up markedly in 
the cases of China (Taiwan), Hong Kong and India, 
though the last-named country has only lately pursued 
export orientation vigorously in her pattern of indus- 
trialization. In the case of Singapore and_ the 
Republic of Korea, however, the marked change has 
been in the component of semi-durable and non- 
durable manufactured consumer goods. These changes 
are matched by shifts towards capital goods in the 
imports of most of these countries; but in many 
cases there are also significant shifts towards 
manufactured consumer goods. 


The commodity compositions of the intra- 
regional trade of the developing ECAFE countries, 
in terms of a certain number of specific commodity 
items which are of especial interest to the trade 
of the region, are considered individually in section 
5 below. 


The ten most important export commodity groups 
of the region are rice; oil seeds, oil nuts and fixed 
vegetable oils; tea; wood; textiles and clothing; non- 
ferrous metals; crude petroleum; petroleum products; 
rubber and heavy engineering (machinery and 
transport equipment). Of these, tea and heavy 
engineering lose their importance when intra-regional 
trade is considered. 


The single most important commodity group in 
imports is heavy engineering products; next in 
importance comes textiles and clothing; and, thirdly, 
iron and steel. Machinery and transport equipment 
loses importance when imports from developing 
ECAFE countries are considered, whereas rice, crude 
petroleum and petroleum products become important. 
Comparing the years 1962 and 1966, it is found 
that rice and rubber became less important in intra- 
regional exports, whereas the importance of crude 
petroleum and petroleum products increased. 


As regards the regional distribution of the exports 
and imports of the developing ECAFE countries, 
most of the manufactured products exported by the 
developing countries of the region go to regional 
countries but no such clear distribution exists in the 
destination of primary commodities. Changes over 
time do not seem to follow any regular pattern. 


ECAFE’s intra-regional trade can be divided into 
four broad commodity groups: food products (SITC 
0 and 1); primary products other than food products 
(SITC 2, 3 and 4); manufactured products other 
than machinery and equipment (SITC 5, 6 and 8); 
and machinery and transport equipment (SITC 7). 
The country groups are: (1) Japan, Australia and 
New Zealand; (2) “Semi-industrial exporters”: India, 
Pakistan, Hong Kong, Singapore, China (Taiwan) 
and the Republic of Korea; (3) the less advanced 
economies: Afghanistan, Brunei, Laos and Western 
Samoa; and, (4) all remaining countries of the region 
combined under the head of “non-industrial exporters”. 
This fourth group includes countries which are no 
less industrialized than countries in the second group, 
but which export only a very small amount of ‘manu- 
factured’ items. It is interesting to study the flows 
of all commodities between these ccuntry groups. 
Japan alone exports more to the region than any one 
of the other groups mentioned above. Half of Japan’s 
regional exports go to the semi-industrial exporters; 
half of Australia’s and New Zealand’s regional exports 
go to Japan. The group of semi-industrial exporters 
in its turn depends on the group of non-industrial 
exporters for the sale of half of their regional exports; 
the non-industrial exporters sell half of their regional 
exports to Japan and a little less than half to the 
semi-industrial exporters; the less advanced group 
(Afghanistan, Brunei, Laos and Western Samoa) 
exports mainly to the non-industrial exporters and, 
to a lesser extent, to the semi-industrial exporters. 


Intra-regional exports of food products are almost 
equally shared between Australia and New Zealand, 
the semi-industrial exporters and the non-industrial 
exporters. There is very little trade in food products 
within each of the groups. The biggest supplier of 
non-food primary products (industrial raw materials) 
is the group of non-industrial exporters. It accounts 
for more than half of/ the region’s intra-regional 
exports. Half of these are again destined for Japan, 
the other half for the semi-industrial exporters. Next 
in importance come Australia and New Zealand, but 
all their exports in this category go to Japan. 
Intra-regional exports of manufactures, other than 
machinery and transport equipment, are completely 
dominated by Japan. Japan’s main customer in this 
trade is the semi-industrial group; the latter is the 
second most important supplier of these products in 
the regional market, with the non-industrial exporters 
as its chief market. 
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Considering flows between groups of geogra- 
phically contiguous or neighbouring countries, it is 
seen that the group of ASEAN countries, supple- 
mented by the Republic of Viet-Nam, Laos and 
Cambodia, contsitutes a trading subregion, most of 
its trade being internal. Japan however is the most 
important market of the products of the group of 
Australia, New Zealand and Western Samoa and of 
the further group of India, Pakistan, Iran, Afghanistan 
and Ceylon. It is the second most important customer 
of the products of the enlarged ASEAN group plus 
the China (Taiwan) —Hong Kong—Republic of Korea 
group. These two groups together form an important 
buyer of Japan’s products, although there is significant 
trade within the China (Taiwan)—Hong Kong— 
Republic of Korea group. The latter group is also a 
most important customer of Japanese products. 


The trade pattern between the developed countries 
of the region, namely Australia, New Zealand and 
Japan, reveals that Australia and New Zealand’s 
regional trade is predominantly with Japan, though 
the latter’s trade with Australia and New Zealand 
forms only a small part of its regional trade. Both 


Australia and New Zealand enjoy a positive trade 
balance with Japan, whereas New Zealand is in deficit 
with Australia. 


The existent trade flows between Thailand, the 
Philippines and Malaysia are insignificant and the 
same is true of the group Cambodia, Laos and ihe 
Republic of Viet-Nam. These countries have signi- 
ficant trade relations with Japan, Singapore, Hong 
Kong, the Republic of Korea and China (Taiwan), 
but trade little among themselves. 


The trade flow between India, Pakistan and 
their immediate neighbours reveals that trade relations 
between these countries are not very important, despite 
their geographical contiguity. There are significant 
trade flows among the different parts of Malaysia and 
between them and Singapore and Japan, and also of 
exports to mainland China and the Republic of Viet- 
Nam from other countries. Japan’s exports to main- 
land China have been expanding rapidly. The growth 
of the Republic of Viet-Nam’s imports from China 
(Taiwan), Hong Kong, the Republic of Korea, 
Singapore and Thailand is presumably due to war- 
time demands. 
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Chapter Il 
THE BARRIERS 


The present situation in which countries of the 
region restrict their imports from other countries of 
the region is more of a by-product of their general 
import control system than the result of a conscious 
effort to keep regional goods out of their markets. 
General speaking, these countries have made no great 
efforts to take into consideration the interests of other 
countries of the region when framing their import 
regulations. On the contrary, since many of the 
products made by countries of the region are not 
considered essential to their development programmes, 
there has been no incentive for governments deliber- 
ately to favour regional suppliers. This has led to a 
general apathy among the countries of the region 
towards the potential of intra-regional trade. 


The ECAFE Working Group of 1963! suggested 
the: following classification of the barriers to intra- 
regional trade: 


“(1) Barriers which are the result of deliberate 
Governmental action to restrict trade, 
whether directed at trade in general or 
specifically at intra-regional trade. Such 
barriers take primarily the form of quanti- 
tative restrictions (quotas), and of tariffs 
and measures of equivalent effect. 


(2) Barriers which are the result of Govern- 
mental action (or inaction), but of which 
the effect on intra-regional trade is 
incidental or secondary. One example 
would be if businessmen found difficulty 
in obtaining visas to other countries of the 
region in search of opportunities for trade. 


(3) Barriers which are not the direct result 
of Governmental action but which are 
implicit in the geographical and economic 
structure of the region.” 


Whether or not the third set of factors can be 
considered on the same basis as the first two, there 
may be added the barriers which arise from pre- 
ferential association of some regional countries with 
extra-réegional trade partners. Moreover, there are 
commitments made under the terms of GATT which 
must be borne in mind. Finally, there are other 
impediments of a general nature, of which the structure 
of ocean freight rates is a good example. 


Extra-regional preferences have ceased to be 
important only very recently. Until a few years ago, 


1 Report of the Working Group of Experts on Regional Economic 
Co-operation (E/CN.11/641). 


India, Pakistan, the Federation of Malaya, Singapore, 
Sarawak, North Borneo and Brunei participated in 
the Commonwealth preferential system with the United 
Kingdom; the preferential facilities available to Laos, 
the Republic of Viet-Nam and Cambodia in relation to 
the French community were preserved intact. The 
quotas in the Philippines—United States Agreement 
acted as a preferential quantitative trade arrangement. 
These arrangements secured a preference for the pro- 
ducts of participating countries in the markets of 
the British Commonwealth or the French community 
or the United States. To some extent, the British 
Commonwealth and the French community preferences 
facilitated the exchange of goods on a preferential 
basis amongst participating countries within the 
region. At the same time, extra-regional preferential 
blocks inevitably discouraged the growth of the intra- 
regional trade of non-participating members to some 
extent. 


However, the impeding effect of such arrange- 
ments may be easily over-estimated. Thus the ECAFE 
Working Group of 1963 observed: 


It does not seem likely that the existence of these 
extra-regional preferential arrangements would be 
a serious handicap to the establishment of the 
kind of limited preference area that might be 
established between some countries of the ECAFE 
region. They could present an obstacle to the 
establishment of a complete customs union, 
because the interests of the extra-regional 
countries benefiting from preferential agreement 
might be significantly affected. But there are a 
number of ECAFE countries among which it 
would be possible to establish a preferential area 
limited to goods produced in these countries 
without any real difficulty arising from the 
existence of extra-regional preferences.” 


The General Agreement on Tariffs and Trade 
(GATT), which regulates the trading relations between 
most countries of the world except for the centrally- 
planned economies, was established in the early post- 
war period to promote world trade on a multilated 
basis. World-wide multilateral free trade has not been 
acceptable to the developing countries without funda- 
mental reservations; UNCTAD has been the forum for 
the expression of their demands for non-reciprocal 
preferences to be accorded by the developed countries. 
It has become increasingly apparent that the clauses 
of GATT do not fully meet the requirements of the 


2 Ibid. 
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developing countries, although changes have been 
made in its text over the years to reflect in some 
measure the pressing needs of the developing coun- 
tries. Changes were made when GATT was reviewed 
in 1954/55 and in 1965 a new chapter entitled “Trade 
and Development” was added to the existing text. 
Even after the adoption of greater flexibility to accom- 
modate arrangements such as the European Common 
Market, the provisions of GATT remained ill-suited to 
the needs of the developing ECAFE countries.® 


Apart from the deviation permitted from the 
Most Favoured Nation rule under Article XXIV, 
subject to certain defined conditions, GATT does not 
permit the establishment of new preferences. These 
may, however, be authorized by the Contracting 
Parties, if they so decide, under the waiver provisions.* 
GATT allows new preferential arrangements only if 
they are comprehensive. It does not countenance 
the establishment of new partial prefences; hence a 
decision by a group of ECAFE countries to grant tariff 
preferences to each other might be taken to imply that 
they intend, over a period of time, to reduce their 
tariffs on intra-group trade to zero. The General 
Agreement on Tariffs and Trade also requires that the 
preferential arrangement shall apply to substantially 
all the trade of the participating countries. This 
requirement is not entirely rigid, however, as demon- 
strated by the grant of a waiver to permit the 
establishment of the European preferential arrange- 
ment for coal and steel products when no prospect of 
a general customs union was in sight. 


The most significant observation that can be made 
about the barriers imposed by governmental actions in 
the form of quantitative restrictions and tariffs is that 
with a few exceptions, no country in the region other 
than Australia has taken steps towards any sort of 
liberalization vis-a-vis intra-regional trade partners. 


The following brief review of import restrictions 
that are in force in different ECAFE countries on 
many of the products of export interest to the same 
countries has chiefly an illustrative purpose. 


In Afghanistan, quantitative import restriction 
measures are generally not used except to prohibit 
imports of a few kinds of textile and agricultural pro- 
ducts and non-essential consumer goods. When the 
industrial development plan was initiated, measures 


3 Article XXIV of GATT permits the establishment of customs 
unions and free-trade areas under certain conditions, including the 
requirement that the arrangement extends to “substantially all trade 
between the constituent territories”. Such arrangements as EEC, 
EFTA, the Latin American Free Trade Association, the Central 
American Common Market, the Arab Common Market and the 
Australia-New Zealand Free Trade Area have been considered by 
GATT under this Article. 

4A waiver was granted by GATT to Australia in respect of its 
scheme of preferences for developing countries. On the Tripartite 
Agreement between India, Yugoslavia and the United Arab Republic, 
the Contracting Parties to GATT took a decision in 1968 which, at 
least in form, seemed to reflect a rather more flexible attitude. 
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were adopted to protect domestic industries and duty- 
free privileges were granted for the imports of certain 
industrial materials and equipment. Ad valorem rates 
predominate in the tariff structure. Examples of 
import duties are: gasoline, free entry; industrial 
machinery, 20-35 per cent; cotton textile products, 
45-60 per cent; man-made fibres and silk textile 
products, 80-100 per cent: wool textile products, 35-65 
per cent; alcoholic beverages, 150 per cent. In 
addition to such commodity tariffs, a general 4 per 
cent ad valorem tax is levied on all imports except 
goods imported directly by the Government and 2 per 
cent of the invoice value of all imports is charged for 
handling and administrative expenses. 


A sales tax is also levied on the duty-paid value 
of imports at the bank free rate of exchange. This 
ranges from 3 per cent on automobiles to 30 per 
cent on gold-embroidered piece goods and genuine 
jewellery. Furthermore, monopolies duties are charged 
at the rate of 10-15 per cent, based on the value c.i.f. 
Kabul, including customs duty. 


In Ceylon, government agencies play a dominant 
role in imports, particularly in imports of essential 
commodities. Goods classified as essential are rice, 
sugar, cement, caustic soda, cotton yarn, newsprint, 
petroleum products, textiles and manufactures of 
textile materials; these are largely handled by 
government agencies. Import duties on those com- 
modities are low in relation to duties levied by other 
developing countries in the region. The duties levied 
are a mixture of ad valorem and specific rates. The 
Government regulates imports by quantitative import 
restrictions and commercial importers are required to 
import at the Government’s fixed foreign exchange 
rates. As a result, tariffs are not the chief deterrent 
to imports. Imports are grouped in three categories: 
essential, less essential and non-essential. Non-essential 
commodities and goods which can be produced locally 
are subject to very high tariff rates and/or quantitative 
restrictions. This encourages domestic industries and 
reduces consumption of luxury commodities. The 
availability of import licences differs according to 
whether goods will be imported by actual users for 
manufacturing purposes, for their own use or for 
trading in domestic markets. 


When commodities are imported by the private 
sector, they must be supported by the purchase of a 
foreign exchange entitlement certificate (FEEC) which 
is on sale at such a premium on the official rate as 
the government sets. As a means of stimulating 
exports, particularly of processed goods, export bonus 
vouchers are issued to exporters at rates varying 
according to the degree of processing and these can 
then be sold to importers. These entitlements can 
be used for the import of a wide range of commodities. 
The higher price of exchange notwithstanding, the 
highest profits are made from the import of less 
essential commodities for the domestic market. 
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In addition to high taxes levied on imports 
classified as non-essential or competing with domes- 
tically produced commodities, most imports are subject 
to a 10 per cent customs surcharge calculated on the 
existing rates of import duties. Certain imports are 
subject to customs surcharges of 5 per cent or 20 
per cent of the normal rate of duty. 


Until the middle of 1968, the Government 
restricted imports (except for certain government 
imports) by a wide use of quotas. Recently, how- 
ever, the Government has revised import and foreign 
exchange controls in such a way that market forces 
play a greater role in regulating import demand, 
particularly for goods required by domestic industries. 
Depreciated exchange rates apply to all imports other 
than certain essential goods and many items are free 
from quota restrictions. In all, about 350 items, 
mostly industrial raw materials and machinery, are 
now on open general licence and free of quota 
restrictions. 


Tariffs are used to raise revenue, control the 
balance of payments and for protection. Exemptions 
or low rates are applicable to essential goods and 
higher rates are levied to protect domestic industries 
and restrict the import of luxury and semi-luxury 
commodities. As a member of the Commonwealth, 
Ceylon grants preferential treatment to imports from 
other Commonwealth countries. 


China (Taiwan) has set up three different tariff 
categories to regulate imports: (1) prohibited, (2) 
controlled, and (3) permissible. Items such as 
pharmaceutical products, luxury goods, cigarettes, 
cigars, liquor, jewellery, tea, sugar and its substitutes, 
molasses, and refined camphor are on the list of 
prohibited items. Products such as groundnuts, 
rubber, pulp and waste paper, cotton, lubricating oil, 
diesel fuel, furnace oil, caustic soda, fertilizers, plastic 
materials, printing and writing paper, cotton piece 
goods, iron and steel, passenger cars, ships and boats, 
are on the list of controlled items. Imports on this 
list are either luxury consumer goods or goods which 
can be produced domestically at good quality and in 
sufficient quantity for domestic demand. The import 
of items on the permissible list is allowed quite freely 
and these goods can be imported either by factories 
or traders. This list includes such items as iron and 
steel wire, machine tools and rubber sheets. The 
end-users and manufacturers are permitted to import 
raw materials, machinery and replacement equipment 
for the operation of factories. Higher priority is given 
to imports if they are to be processed for exports. 
While there is no restriction on the purchase of foreign 
exchange other than the normal licensing procedures, 
the banks are required to secure a deposit of 25 per 
cent of the value of the imported goods before opening 
a letter of credit. This restricts imports to a certain 
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extent and checks inflationary pressures. With the 
exception of machinery and equipment imported by 
manufacturing enterprises for their own use, imports 
from all sources are subject to a surcharge equivalent 
to 15-30 per cent of the customs duty. 


The structure of tariff rates in China (Taiwan) 
indicates a higher degree of development in manufac- 
turing industries than that of other developing 
countries. There has been a tendency to liberalize 
trade in both industrial and agricultural sectors and 
the result of the increased competition has been to 
further the development of domestic industries. 


India can be cited as an example of a country 
which uses strict import control measures when in 
balance of payments difficulties. India adopted 
reasonably free import policies before its second 
five-year plan was initiated, but an import quota 
system was introduced in 1957 and this has been 
gradually tightened as foreign exchange has become 
increasingly scarce. Attempts were made for some 
time to overcome economic problems without devaluing 
the domestic currency, but the rupee was devalued in 
1966. Some import quotas were relaxed at that time, 
but no great increase of imports resulted. 


Although India gives a margin of preference of 
6-10 percentage points to Commonwealth countries, 
import duties are levied on nearly all commodities 
and the rates are high. 


Many “essential” commodities (rice excepted) are 
subject to higher tariff rates than those generally 
levied by other countries in the region; for example, 
industrial materials and equipment and _ essential 
agricultural input goods (except fertilizers) are subject 
to high tariff rates. Imports of specified commodities 
required by 59 high-priority industries are licensed 
upon application on a continuing basis if the previous 
licences have been used to a_ specified extent. 
Restrictive import quotas are applied to all commercial 
imports, actual users being permitted to import 
quantities based on past requirements, registered 
exporters in accordance with the import content of 
their exports. Priority is given to imports of food- 
stuffs, capital goods, raw materials, and _ other 
industrial requirements; the import of other items is 
severely limited or completely prohibited. 


The allocation of licences is based on certain 
criteria, such as that the goods are required for 
infrastructure development or for government projects 
under contract to the private sector, that the import 
provides foreign exchange earnings or savings or that 
other credit is available. Import controls are further 
enforced by high tariff rates and by state agencies 
which handle the import of essential commodities, such 
as foodgrains, fertilizers, raw rubber, pharmaceutical 
products and synthetic fibres. 


Cy ee Oe ee ee ee ee 


Chapter III. The Barriers 


There are no import pre-deposit requirements 
and multiple exchange rates are not used, but taxes 
(such as sales tax, purchase tax and turnover tax 
at the state level) are levied in addition to general 
tariffs. 


Indonesia recognizes three categories of imports: 

(1) the BE list, which is divided into very essential, 
essential and semi-essential sub-groups, (2) the DP 
list which is a residual list covering all permissible 
items not on the BE list,> (3) the list of prohibited 
imports. Luxury items, such as television sets with 
screens of 2] in or more, and textile goods with a 
design similar to batik, are prohibited. Funds received 
as foreign aid are used mostly for imports from the 
donor country of goods which are classed as essential 
in the BE list. Import tariff rates are changed 
frequently and are calculated on the c.i.f. value of 
imports. In addition to standard import duties, import 
surcharges of 75 to 200 per cent are applied to a 
number of items subject to import duty at a rate of 
50 per cent or more. Commodities which compete 
with domestic products and certain other items bear- 
ing low rates of import duty are also subject to excess 
profit levies which range from Rp 10 to Rp 200 per 

US dollar. 


In Jran, imports are grouped into three categories 
termed authorized, unauthorized and_ prohibited. 
Authorized imports include non-luxury goods which 
are not produced locally in quantities sufficient to 
fulfil domestic requirements. Almost all imports are 
subject to commercial profit taxes, as well as to a 
mixture of specific and ad valorem tariff rates. The 
ad valorem commercial profit tax ranges from one 
per cent to 225 per cent in accordance with the 
importance of commodities to the economy. Monopoly 
taxes are included in the commercial profit taxes. 


In the Republic of Korea, prior to the adoption 
of a unitary “fluctuating” exchange rate in 1964, 
import quotas, special custom duties, an export-import 
link system, barter trade, reduction of automatic 
approval items, etc., were used to suppress imports. 
When the Government introduced a fluctuating 
exchange rate, imports were liberalized to some extent 
because such a system automatically adjusts import 
to export capacity. Greater attention was then 
focussed on expanding exports. The quota system 
‘was applied more narrowly and the list of restricted 
import items was reduced. However, the Provisional 
Special Customs Duties Law was introduced as a 
supplementary measure rather than leave the control 


5 The lists are named after the types of foreign exchange which can 
be used for these imports. BE=dukti ekspor, an exchange certificate 
based on (a) foreign credit (BE—kredit), or (b) that portion of ex- 
port earnings which has to be surrendered to the Government; i.e., 
the equivalent of an officially-determined notional price (“check 
price”) of the exported commodity, less tax. DP-=devisa pelengkap, 
“free” foreign exchange generally earned from the sale of exports at 
a price above “check-price”, equivalent to the difference between 
actual price and “check price”. 
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of imports wholly dependent on the new exchange rate 
system. In addition to various different forms of 
duties, including high tariff rates of a protective 
nature, additional taxes reaching 70-90 per cent of 
the margin were levied under the Special Customs 
Duties Law on the estimated wholesale value of 
commodities. In 1967, trade was further liberalized. 
Imports of commodities which are not on the restricted 
or prohibited lists can be imported freely, applications 
for import licences being automatically approved. 


Essential consumer goods which cannot be 
produced locally, certain raw materials and capital 
goods can be imported freely. Foods which can be 
produced locally in sufficient quantities to satisfy the 
domestic market and most luxury goods are on the 
prohibited list. Imports of raw material for produc- 
tion of exportables are automatically approved regard- 
less of classification. As from 1 January 1968, tariff 
rates can be changed from time to time within certain 
limits when it is deemed necessary to protect an 
important domestic industry or to control abrupt 
fluctuations in prices. In the revised tariff, rates on 
goods which have international competitive strength 
were lowered so as to eliminate monopolistic profits 
but rates on luxury commodities were raised sharply. 
The amended custom law is a more flexible system 
which assists the gradual liberalization of trade. 


The process of harmonizing tariff rates continues 
in Malaysia, but a few internal tariffs and other types 
of trade restrictions still exist between different parts 
of the country. Except that certain imports are 
subject to quantitative restrictions, pending the intro- 
duction of tariffs to protect domestic industries, most 
imports are permitted freely and tariff rates are low 
in comparison with other developing countries. 


In West Malaysia, imports of rice from any 
country are conditional on the importer’s purchasing 
one ton of rice from the government reserve stockpile 
for every ton imported. Imports of wheat flour and 
rice bran from all sources and imports of sugar are 
subject to quantitative restriction in order to protect 
domestic industries. Imports from Commonwealth 
countries enjoy tariff preferences of a very limited 
nature. 


In Pakistan, permitted imports are classified in 
four lists: (1) a free list, (2) a licensable list, (3) 
an import bonus list, and (4) a cash-cum-bonus list. 
Imports require licences unless they are on the free 
list or are imported directly by the government. 
Imports of commodities on the free list are generally 
confined to industrial consumers, commercial impor- 
ters and individual holders of import entitlements 
being subject to certain restrictions. Commodities 
on the free list and the licensable list can be bought 
at the official exchange rates. Industrial consumers 
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of the items on the licensable list are allotted fixed 
entitlements based on the requirements of their 
industries when operated at single-shift capacity and 
commercial importers are given fixed quotas based on 
past actual imports. 


Import licences are also issued under an Export 
Performance Licensing Scheme. This applies to 
exporters other than cotton and jute manufacturers 
in respect of specified items of their production 
requirements unless these appear on the free list. The 
main purpose of this scheme is to cover the import 
content of exports. Importers under this scheme can 
secure foreign exchange at the official rate. 


Under the Export Bonus Scheme, import licences 
are freely issued for items on the export bonus list 
and also for all other permitted items (except sheet 
or plate glass) provided that the importer surrenders 
bonus vouchers® for the full value of the licence. 
Importers of commodities on the cash-cum-bonus list, 
must surrender bonus vouchers for 50 per cent of the 
amount of the licence, the rest being paid in cash at 
the official rate of exchange. 


Industrial raw materials and equipment are 
subject to tariff rates considerably below the rates 
levied on products which compete with Pakistan's 
major agricultural products. Extremely high tariff 
rates protect the country’s major industries. Pakistan 
gives. preferential treatment to imports from other 
Commonwealth countries even if the goods are highly 
competitive with Pakistan’s major products such as 
cotton goods. 


Commodities such as iron and steel, coal, cement 
or materials for electrical equipment industries, are 
usually imported against foreign aid credits. If such 
funds are not available, importers are allowed to 
import them at the cash-cum-bonus rate. 


The Philippines do not restrict imports by quotas 
but imports of certain agricultural products are 


6 Exporters must surrender all foreign exchange receipts at the offi- 
cial rate of exchange. For commodities other than certain specified 
goods, such as raw cotton, raw jute, rice or tea, exporters are entitled 
to bonus vouchers for 20, 30 or 40 per cent of the net exchange 
surrendered. The percentage largely depends on the degree of pro- 
cessing of the commodities in Pakistan. Such bonus vouchers are 
freely transferable and realize much higher rates than the official rate. 
The buyer is permitted to import freely from a wide range of specified 
commodities. 


prohibited in order to protect domestic production. 
The control of imports relies upon monetary and 
fiscal measures. Deposits are required on the opening 
of letters of credit to import, the extent of the deposit 
depending upon the commodity. In 1964 and 1965, 
this was 25 per cent for semi-essential producer goods, 
75 per cent for non-essential producer goods and semi- 
essential consumer goods and 100 per cent for non- 
essential consumer goods and _ unclassified items. 
These rates were increased in 1967 to 25 per cent for 
essential consumer and producer goods (which were 
free from such pre-import deposits in early years), 
50 per cent for semi-essential producer goods, 75 per 
cent for semi-essential consumer and non-essential 
producer goods, and 150 per cent for luxury items 
and non-essential producer goods. Imports of raw 
materials by selected local industries are exempted 
from the cash margin deposit requirements and so 
are prime consumer goods coming under the essential 
consumer goods category, certain farm machinery and 
equipment, fungicides, insecticides, imports under US 
PL480, and imports of rice, corn and tobacco leaf 
(except for blending purposes). While imports from 
the United States are admitted at rates 10 per cent 
less than standard tariff rates, a sales tax of 7 per 
cent is imposed on virtually all imports. 


A considerable degree of import liberalization 
has been achieved in Thailand. Many commodities 
may now be imported freely. In 1967, import licences 
were required for eight listed commodities (in 1964 
and 1965 there were seventy-nine listed commodities, 
but only ten in 1966). The import of some specified 
items from certain countries is prohibited. Imports 
of tea leaf, tea dust, and coffee are subject to a 
requirement that the importer purchase a proportionate 
quantity of the same commodity produced in Thailand. 


Tariff rates are mostly ad valorem and low when 
compared with many other countries. To simplify 
calculations, the number of rates has recently been 
reduced. As the domestic industries develop and 
diversify, the Government is using the tariff mechanism 
to protect industries by moderately protective rates. 
Tariff rates are imposed on competitive products so 
that the import duties plus the c.i.f. prices of import 
commodities are slightly higher than the domestic 
market prices of the domestic products. This provides 
a challenge to domestic producers and improves the 
quality of their products and their productivity. 


; 
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Appendix 3.2 


Import restrictions on selected commodities: 
Illustrative notes 


Tobacco: The incidence of import duty is very 
high amongst the developed countries of the region. 
In Australia, import duty on manufactured tobacco 
(tobacco refuse, leaf tobacco unstripped, tobacco stems 
and scrap) is as high as 355 per cent. The general 
rate of duty on manufactured tobacco, for use by 
a person who is a manufacturer for the purpose of 
Excise Act (1901-1965) and is the holder of a 
certificate by the Minister that in the manufacture of 
the tobacco certain Australian-grown tobacco will be 
mixed, is between Australian $0.50—0.70 per Ib. 
In New Zealand, the import duty on tobacco for 
making cigarettes in a licensed manufacturing ware- 
house is $33.33 per 100 lb. The import levies are 
high, even amongst the developing countries. 


Spices: Among the developed countries of the 
region, Japan levies a duty of 25 per cent ad valorem 
on pepper for retail sale. Australia has a general 
import duty of 123 per cent on unground pepper. On 
ground pepper there is a general duty of Australian 
$0.033/lb and a primage duty of 10 per cent. New 
Zealand levies a general import duty of 10 per cent 
and MFN duty of 52 per cent on unground pepper. 
On ground pepper packed for retail sale the duty is 
as high as 40 per cent. 


Among developing countries, Iran levies an 
import customs duty of 20 rls/kg on unground black 
pepper. There is also a commercial benefit tax of 10 
rls/kg. In Malaysia, the federation common tariff 
places no import duties on import of pepper in any 
form. Thailand levies an import duty of 25 per 
cent ad valorem and a specific duty of 3.30 baht/kg 
on powdered pepper and a specific duty of 2.20 baht 
on non-powdered pepper. The rate of standard profit 
provided in the tariff is 10.5 per cent and the rate 
of business taxes 5 per cent. The rate of import 
duty in Burma is 30 per cent and in China (Taiwan) 
it is 40 per cent. 


Sugar: Among the developed countries of the 
region there are substantial duties on imports. Japan 
has a specific import duty of Yen 41.50 to 51.50/kg. 
New Zealand gives free entry to raw sugar of polariza- 
tion less than 990 when it enters the country for 
refining in a licensed manufacturing warehouse. 


Where the polarization has been reduced further, 
the import duty varies between NZ 83.7 cents/ewt 
to NZ$ 1.16/ewt. In both Singapore and West 
Malaysia, for sugar of polarization exceeding 990, 
the duty is S$ or M$ 201.60/ton. For sugar of 
lower polarization, the import duty in both the 
countries varies between S or M$ 95.45 to 156.80. In 
addition to the import duty there is also a heavy 
excise duty on sugar. The import duty in Sarawak 
and Sabah however is much lower, about M$ 89.60 
per ton for all types of sugar. In Iran, the import 
of sugar can be effected only after obtaining per- 
mission from the Ministries of Economy and Finance. 
The import duty is 2.50 rls/kg for both granulated 
and lump sugar. In addition, there is a commercial 
benefit tax of 7.25 rls/kg. 


Jute: Some of the exporting countries of the 
region impose certain levies on imports for the 
purpose of revenue. Some developed countries are 
still maintaining levies on the import of raw jute and 
their import duties for processed products based on 
jute are substantial. Most developing countries in 
the region maintain substantial import duties on the 
importation of jute products. 


Tea: Malaysia has recently imposed a protec- 
tive duty of 15 per cent. Thailand has (1) a regula- 
tion by which 25-30 Ib of local tea have to be purchased 
for every lb of tea imported; (2) a tariff of 11.00 
baht/kg or 55 per cent ad valorem duty, whichever is 
higher. The Philippines has no tea industry to protect 
but it has a high tariff (75 per cent ad valorem). 
Imports into Burma are made through governmental 
agencies and there is a 150 per cent duty. Iran has 
a comparatively high consumption of tea (1.88 Ib 
per capita), but here, too, imports are controlled 
by quota licensing so as to afford protection to local 
industry. In addition, there is a regulation which 
requires a certain proportion of local tea to be bought 
at government controlled price. Tariff protection is 
also afforded. In Pakistan, imports are on limited 
quotas exclusively for blending purposes. Other 
imports are permissible on bonus vouchers, but, even 
so, the c.i.f. price has to be less than Rs 2/lb. This, 
in effect, imposes a 200 per cent duty on the per- 
missible low-quality teas. This protection is reflected 
in the local auction prices. Chittagong prices are two 
to two and a half times the price of other auctions 
for comparable quality. In Ceylon, there are no 
restrictions on domestic consumption, but exports are 
liable to both export duty and ad valorem tax. 
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Chapter IV. 
EVOLUTION OF IDEAS 


In view of the extremely uneven state of economic 
development of the countries of the region, the exact 
form of co-operation which would be consistent with 
an equitable distribution of benefit is not immediately 
obvious and thus calls for close investigation. This 
must explain the contrast between the considerable 
volume of studies and declared support for regional 
co-operation, on the one hand, and the slow progress 
of concrete measures of co-operation, on the other 
hand. The Bandung Conference, which took place in 
1955 and was attended by sixteen Asian and. thirteen 
African countries, called for collective measures by 
Asian countries to stabilize primary commodity prices, 
develop intra-regional trade and encourage joint indus- 
trial ventures. 


The ECAFE secretariat has sought to assist pro- 
gress by promoting discussions and consultations 
among government representatives and by convening 
expert groups to analyse the problems and _ to 
recommend policies. These efforts, together with 
public discussion in individual countries and studies 
by private institutions and individual economists, have 
served to define the range of possible collective mea- 
sures that can be taken by governments. The stage 
has been reached when the countries of the region 
should be in a position to consider concrete contractual 
arrangements conceived to suit the peculiarities of the 


ECAFE region. 


The role of ECAFE 


As far back as 1948, a Working Group of Experts 
was set up to examine and report on financial arrange- 
ments needed to facilitate intra-regional trade. Later 
in 1954, a proposal for the foriaulation of an Asian 
payments union to support greater intra-regional trade 
was also examined by a group of central bank experts. 
Interest in the problem was revived by the signing 
of the Treaty of Rome. The founding of the European 
Common Market had at first the impact of a threat, 
and only recently that of a positive inspiration. 


In 1960, resolution 31 (XVI) on_ regional 
economic co-operation was adopted at the sixteenth 
session of the Economic Commission for Asia and the 
Far East (ECAFE). It was clear from the discussion 
at that session, as also from the terms of the resolution, 
that the countries at that time were primarily con- 
cerned with trade with, and aid from, the developed 
countries. The hopes and expectations of a large 
net improvement of the resource position through aid 
and better trade opportunities with developed coun- 


tries were largely frustrated, and these frustrations 
were to characterize much of the debate in the years 
that followed. At its seventeenth session in 1961, the 
Commission enumerated the difficulties that beset any 
far-reaching programme of integration in the short 
run, in view of the significant differences between the 
ECAFE region and other regions in regard to 
economic, historical and political conditions. It again 
stressed the greater importance of trade with developed 
countries as compared with intra-regional trade. It 
was then recognized that co-operation among the 
countries of the region on a general or sub-regional 
basis should provide an incentive to accelerated 
development, particularly in the field of industry, and 
widen the opportunities for intra-regional trade. The 
Commission also identified a number of areas and 
suggested a number of projects in which this piecemeal 
approach to developing regional co-operation could be 
tried. To stabilize prices and solve marketing pro- 
blems of primary commodities, it recommended a 
commodity-by-commodity aproach, It also pointed to 
the feasibility of bilateral arrangements for exchanges 
of commodity surpluses among the countries of the 
region. 


The next move was made by the Committee on 
Trade. At its fourth session, it recommended that a 
detailed investigation of the practical methods and 
forms of promoting trade co-operation in the ECAFE 
region be undertaken by a group of experts. A Con- 
sultative Group of Experts on Regional Economic Co- 
operation in Asia was constituted in August 1961. 
This Consultative Group examined the feasibility and 
forms of regional trade co-operation such as co- 
operation in commodity problems, extra-regional pre- 
ferences, vertical and horizontal integration and sub- 
regional arrangements,! and opined inter alia, “While 
the creation of a full-fledged customs union or a free 
trade area may not be immediately feasible, it should, 
nevertheless, be possible to set up a joint regime to 
evolve measures thatt may be necessary in the field 
of tariff reductions, enlarged quotas and the facilities 
for expansion of exports which may be mutually 
agreed upon by participating countries to secure an 
increase in intra-regional trade.” 


The need for regional co-operation in trade as 
a means of achieving a satisfactory rate of economic 
growth of the developing countries was confirmed by 
the Commission in a resolution adopted at its session 
in 1963, The ECAFE secretariat was requested to 


1 “Report of the Consultative Group of Experts on Regional Econo- 
mic Cooperation” (E/CN.11/615). 
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convene a meeting of high-level representatives of 
member and associate countries of the region to review 
the progress achieved so far and to formulate and 
adopt positive measures for concerted regional action. 
In preparation for the meeting of high-level represen- 
tatives, another working group of experts was con- 


vened by ECAFE in 1963.2 


The report of the working group was examined 
by the Preparatory Meeting for the Special Conference 
on Asian Economic Co-operation held in October 
1963. The Proparatory Meeting recommended 
measures for the promotion of accelerated economic 
co-operation, the strengthening of trade liberalization 
on a regional basis, the removal of quotas and tariffs 
on a sub-regional basis and the granting of special 
concessions on government purchases. That meeting 
was followed by the first Ministerial Conference on 
Asian Economic Co-operation which was held at 
Manila in December 1963.8 This Conference requested 
the examination of measures of trade liberalization, 
such as the removal of quantitative restrictions and 
reduction of tariffs, and the promotion of free trade 
areas on a_ sub-regional basis amongst interested 
countries. The ECAFE secretariat accordingly con- 
vened a Working Group of Experts on Trade Liberali- 
zation in 1964.4 This group examined alternative 
means of trade liberalization, such as the establishment 
of free lists for selected commodities, regional quotas 
in respect of specified products and bilateral trade 
agreements. 


The Second Ministerial Conference on Asian 
Economic Co-operation, held at Manila in December 
1965, adopted a _ resolution on dynamic Asian 
Economic Co-operation. It recommended that a study 
group be constituted among the regional countries to 
examine the financial aspects of trade expansion and 
the need for a payments arrangement to prevent 
imbalances such as might arise from expanded intra- 
regional trade. These questions were discussed at a 
seminar organized by ECAFE in August 1967, and 
alternative schemes of clearing and payments arrange- 
ments suitable for the region and sub-regions were 
considered.® 


In September 1968, ECAFE convened a meeting 
of Government Experts on Trade Expansion in 
preparation for the Third Ministerial Conference on 
Asian Economic Co-operation. As a practical step 
towards trade liberalization, a number of countries 
agreed to provide the ECAFE secretariat with lists 


2 The reports of the working group of experts, the Preparatory 
Meeting and the first Ministerial Conference, and the text of resolution 
45 (XIX) are embodied in the printed document E/CN.11/641. 

3 E/CN.11/641. 

4“Report of the Working Group of Experts on Trade Liberaliza- 
tion” (E/CN.11/707). 

5 “Report of the Seminar on Financial Aspects of Trade Expansion” 
(E/CN.11/Trade/TC/63). 

6 MCEc III. 
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of export products of interest to them. The Third 
Ministerial Conference on Asian Economic Co- 
operation, held at Bangkok in December 1968, adopted 
a resolution on strategy for integrated regional co- 
operation and decided to establish a continuing 
Council of Minister for Asian Economic Co-operation 
to give continuous guidance and review the progress 
of regional economic co-operation. It recommended 
member Governments to set up National Units to act 
as focal points to work in co-ordination with the 


ECAFE secretariat.? 


Trade liberalization is only one of the programmes 
which has exercised the countries of the region. A 
parallel line of thought concerns plan harmonization. 
In this regard, the ECAFE secretariat has taken the 
initiative in guiding the countries of the region to an 
agreement on various modes of co-operative action. 
A Ministerial Conference on Asian Economic Co- 
operation was established at the 1963 session of the 
Commission and a list of fields in which co-operative 
efforts could be developed was drawn up by that 
Conference at its second session. These included 
shipping and ocean freight rates, natural resources 
development, the Asian Highway, telecommunication, 
typhoon damage control and population policy, and, 
above all, trade liberalization and plan harmonization. 
In 1966, the Commission set up a permanent Asian 
Industrial Development Council. Plan harmonization 
was considered at Working Group Meetings in 1966, 
1967 and 1968.8 


These activities led to the formulation of pro- 
posals and understandings which will be briefly 
examined below. 


Regional preferences 


The idea of intra-regional preference has been 
generally accepted as the basic principle on which to 
establish the institutional superstructure for the promo- 
tion of trade and other modes of economic co- 
operation. The implicit conflict with the fundamental 
charter of GATT is conceded, but it is the continued 
validity of the GATT charter that is questioned. 
Thus, the Expert Group of 1961 concluded: 


Strict reciprocity in tariff concession between 
advanced countries on the one hand and develop- 
ing countries on the other hardly provides a 
feasible basis for negotiating a mutually beneficial 
system of trading relationships between the two 
groups of countries... 


The experience of Western Europe and Latin 
America would suggest that the contracting 
parties to GATT might be prepared to adopt a 


7 MCEc I!I/2. 

8 See EAC 54/L.35. 

9 “Report of the Consultative Group of Experts on Regional Econo- 
mic Co-operation in Asia” (E/CN.11/615). 
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flexible and pragmatic approach to the question of 
tariff preferences and to grant waivers to countries 
which are parties to the General Agreement on 
Tariffs and Trade, even though proposed trade 
co-operation may not extend to ‘substantially all 
trade between the constituent territories of the 
union’... In the early stages of. regional 
integration a waiver was granted to the European 
Coal and Steel Community... 


A Second Working Group of Experis which submitted 
its report’? in 1963, referred to the groupings in 
Western Europe and Latin America, and concluded 


that 


The growth of regionalism of this kind 
reflects the realization that the goal of world 
wide multilateral free trade on a non-discrimina- 
tory basis, in the spirit in which the General 
Agreement on Tariffs and Trade was conceived 
in 1947, is inappropriate at the present time. 


The same theme is found in all subsequent expert 
opinions. There has, nevertheless, been considerable 
evolution in international attitudes towards this ques- 
tion during the last decade. On the subject of 
reciprocity, the new Part IV of GATT specifically 
provides that developed countries should not expect 
reciprocity from developing countries for concessions 
granted in trade negotiations. Thus the less-developed 
countries which are contracting parties to GATT 
should not be expected to make concessions incon- 
sistent with their individual developmental, financial 
and trading needs.!! 


Experience has indicated, however, that the 
principle of non-reciprocal discrimination, if it is to 
be effectively applied, must be adapted to the needs 
of particular developing countries and be maintained 
for considerable periods of time. The range of varia- 
tion in the level and structure of development among 
developing countries is extremely wide. It extends 
from small, land-locked countries producing one or 
two primary products for export, to partially indus- 
trialised countries which managed to sell manufactured 
products in the markets of the developed world. 


10 “The Rationale ot Kegional Co-operation’’, Annex 2 in ECAFE, 
Regional Economic Cooperation in Asia and the Far East, E/CN.11/ 
641 (1964). 

11 A generalized scheme of non-reciprocal, non-discriminatory pre- 
ferences is being formulated under the auspices of UNCTAD; the 
Contracting Parties to GATT have indicated their readiness to take 
appropriate action when such a scheme has been negotiated. They 
have also expressed the intention of appraising constructively the 
results of negotiations now in progress under GATT auspices among 
developing countries for an exchange of trade concessions among 
themselves. 

The fact remains that the fundamental rule upon which GATT is 
founded is that of the most fayoured nation principle. If an arrange- 
ment does not conform with the requirements for a customs union or 
free-trade area under Article XXIV, it represents a deviation from the 
basic Article I and can at present only be authorized by a waiver. 


Partial integration 


A second point on which a large measure of 
agreement has been reached arises from the peculiar 
heterogeneity of the countries of the ECAFE region, 
especially in the relative levels of industrial develop- 
ment, which distinguishes the region from other con- 
tinental or sub-continuental regions where various 
arrangements for trade preferences have been intro- 
duced since the Second World War. At present, there 
may be little prospect of reaching agreement on 
comprehensive measures such as a customs union or 
free trade area embracing the entire region. The 
approach that has gradually emerged has sometimes 
been called “partial integration”. 


The Expert Group of 1961 recommended the 
setting up of a “joint regime to evolve measures that 
may be necessary in the field of tariff reductions, 
enlarged quotas and other facilities for expansion of 
exports which may be mutually agreed upon by 
participating countries to secure an increase in intra- 
regional trade”. The Working Group of Experts of 
1963 recommended a comprehensive regime and 
argued in favour of the customs union type of 
arrangement which might perhaps be first tried at a 
sub-regional level. The Working Group of 1964, on 
the other hand: 


. .. felt that schemes for the automatic and 
complete removal of quantitative restrictions 
and/or tariffs within the ECAFE region were not 
feasible; but that less far-reaching measures 
would be practicable and beneficial to the 
participating countries. 


Expert opinion is that what is feasible by way 
of arrangements covering the entire region may have 
the following two features: 


(a) liberalization should have a partial coverage; 
that is, it should cover only named products, 
which would be added to from time to time, 
and 


(b) should be optional, that is, the participating 
countries should not have any automatic 
obligations. 


Sub-regionalism 


Yet another idea that has emerged is that of sub- 
regional groupings. While the region as a whole is 
considered to be too large and heterogeneous to form 
the basis of any early far-reaching arrangement, it 
is thought that the same objections will not present 
themselves so acutely if groupings of some of the 
countries were considered. The Consultative Group 
of 1961 formulated the principle clearly: “Apart, 
therefore, from the desirability of setting up a broad- 
based organization for regional co-operation, co- 
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operative arrangements on a sub-regional basis will 
prove to be rewarding. These arrangements, which 
may be conceived on a horizontal basis, among groups 
of contiguous countries can be depended on to provide 
for more effective integration of economic activities in 
well defined fields of endeavour”.!? 


The Expert Group on Trade Liberalization thought 
that “there was no inherent conflict between the 
existence of sub-regional groups and a_ wider 
regionalism and that, indeed, it could be easier 
within the context of a sub-regional arrangement to 
move towards closer economic integration than seemed 
currently feasible on a region-wide basis”. 


Techniques of trade liberalization 


These discussions and studies of systems of trade 
and trade liberalization extended also to the techniques 
of liberalization, They nevertheless stopped short of 
assessing the effects of alternative schemes in terms 
of commodities and countries, and thus also of pro- 
posing starting points and steps in negotiations. The 
nature of this gap between principles of policy and 
of technique, on the one hand, and concrete working 
proposals, on the other hand, can be illustrated from 
the recommendations of the 1961 Consultative Group: 


It would thus appear that under a joint 
regime of intra-regional trade promotion, a variety 
of methods could be fruitfully employed by the 
countries of the region with mutual advantage. 
Those measures would be: fulfilment of plans for 
additional volumes of intra-regional trade sup- 
ported by additional quotas; establishment of 
regional or sub-regional industrial units which 
will have opportunities of marketing their pro- 
ducts in other countries on a concessional basis 
in respect of tariffs and quotas; special measures 
by governmental organizations and grading 
agencies to promote intra-regional trade through 
their purchase procedures and policies; and the 
negotiation of long-term contracts and _ trade 
agreements for the expansion of production and 
trade in agricultural and mineral products, includ- 
ing the provision of technical and_ financial 
assistance. 


The Consultative Group also recommended devising 
ways and means to organize “multilateral supplemen- 
tary trade on a_ self-balancing basis”. These 
recommendations mention quotas, but not the range 
of commodities to which they may be applied. They 
refer to joint industrial units, but the studies of 
industries and countries that offer such opportunities 
are still incomplete. As to the supplementary trade 
idea, the technique to be used for arriving at a 
multilateral balance has yet to be worked out. 


12 “Report of the Consultative Group of Experts on Regional Econo- 
mi¢ Co-operation in Asia’, op, cit. 


B. Intra-Regional Trade as a Growth Strategy 


Techniques, in the sense of steps that should lead 
to a particular system of preferential trading continued 
to be discussed by the various groups. One of the 
recommendations of the Working Group of 1964 is 
of a very practical nature. It concerns bilateral 
agreements to be negotiated in a setting of multilateral 
confrontation so as to facilitate multilateral arrange- 
ments. It was suggested that the bilateral deals should 
not attempt any bilateral settlement of claims but 
should seek mutilateral compensation. 


The second and third courses recommended by 
the Group are as follows: 


Each member country could establish lists of 
commodities which would be completely free from 
all quantitative restrictions in respect of intra- 
regional trade. The preliminary free lists would 
form the basis of a multilateral negotiation in 
which each country could try to find a reasonable 
balance between the export possibilities and the 
additional imports it would allow for the goods 
on its own list. 


Each country would establish regional quotas 
for selected products in addition to global quotas. 
The balancing of import and export possibilities 
would be through multilateral negotiations. 
Reduction of the regional quotas should not be 
made except for compelling reasons in, which 
case it should normally be made through the 
regular periodic negotiation of quotas. 


There is thus a considerable stock of ideas on 
techniques that may be used to bring about liberali- 
zation, yet there is little progress which can be drawn 
upon to translate ideas into practical measures or 
institutions. While there was some appreciation of 
the urgency of intra-regional trade creation as a 
development strategy, the concrete benefits that would 
accrue to each country on the adoption of any 
particular suggested course had then not been worked 
out. 


As they are presented in general terms, many 
of the recommendations may have given rise to the 
impression that the objective was trade for the sake 
of trade. Experience teaches, however, that any 
system of tariff reduction on a_ preferential or 
universal basis is extremely difficult and complicated, 
even when countries have joined in formal customs 
unions or free-trade associations. The difficulties of 
setting up a regime based on commodity-group 
negotiations and revocable agreements are likely to be 
no less. However, none of the techniques suggested 
at that time removed the uncertainty that most 
individual countries might experience regarding the 
balance of gains and losses that might follow from 
their adopting any of them. Given the difficult and 
changing balance of payments position of most of 
them, there were, understandably, some fears of the 
risks involved. 


Chapter IV. Evolution of Ideas 


Partial plan harmonization 


On plan harmonization, also, there has emerged 
a certain consensus among experts to the effect that 
regional economic co-operation or integration should 
begin by a harmonization or co-ordination of national 
plans in specific areas and concomitant trade liberali- 
zation. One line of thought is that, while trade 
liberalization has to be attempted at a wide regional 
level, plan harmonization is the approach to follow 
at the sub-regional or sub-group level. 


Economic growth can be accelerated through 
plan harmonization strategy because it permits 
more efficient utilization of a region’s productive 
resources by introducing a higher level of division 
of labour and widening of markets and deliberate 
creation of new productive capacity and comple- 
mentary production patterns in the participating 
countries. Harmonization strategy will eliminate 
wasteful duplication of investment and production 
efforts, augment the pool of real resources, exploit 
economies of scale, permit foreign exchange 
savings through successful import substitution, 
and lead to an increase in the region’s export 
potential. Its advantages are particularly notice- 
able in the production of capital goods and 
durable consumer goods. 


Many countries in the ECAFE region are 
trying to develop durable goods, intermediate 
goods and capital goods industries within their 
national bounds. Steel, fertilizers, pulp and 
paper, and cement are the oustanding examples. 
Development of such industries presupposes avail- 
ability of raw materials, capital, entrepreneurship 
and technical know-how and _ infrastructure. 
Difficulties encountered by the countries in finding 
complementary resources are well known and have 
reflected themselves in dependence on imports. It 
may be noted that in the field of agriculture, 
consumer goods and light manufactures, the 
countries have fairly well succeeded in establish- 
ing such industries behind protective trade 
barriers. Supply limitations encountered in these 
industries are relatively less serious and the size 
of the domestic market is large enough for the 
establishment of efficient plants in such industries. 
Of course, the success of national import sub- 
stitution policies in agriculture and consumer 
goods has been largely at the expense of intra- 
regional trade. This consideration suggests that 
the policy of plan harmonization and regional or 
sub-regional import substitution in intermediate 
and capital goods industries deserves urgent 
attention.23 


Partial harmonization was one answer to the 
great practical difficulties which might be encountered 
in any attempt to achieve comprehensive harmoni- 
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zation of national plans at one stroke, A commodity- 
by-commodity approach to plan harmonization appears 
administratively and technically more feasible, Thus, 
it is suggested that a sectoral or commodity approach 
may offer the best starting point of plan harmonization. 
In the present context of a discussion of intra-regional 
trade, it is felt that, if plans are harmonized to any 
extent, trade must not frustrate these agreements. 
Liberalization schemes will thus have to be consistent 
with plans, whether harmonized or not. Harmonization 
itself can be conceived as promoting additional trade. 


Financing of trade 


In principle, it would be possible to expand trade 
among the regional countries in a reciprocally balanced 
fashion, so that no payments problems could arise 
in the process. However, it is unlikely that the 
process of trade liberalization and expansion would 
be so perfectly synchronized, There would be inevit- 
able delays in the expansion of industrial capacity, so 
that the countries experiencing such delays would not 
be able to take prompt advantage of the trading oppor- 
tunities offered by the other countries. Thus, 
transitional payments problems are bound to arise. 
Unless these payments problems are softened by 
appropriate credit extension, the purpose of trade 
liberalization and expansion would be thwarted. The 
mutual extension of credit is thus considered to form 
an integral part of the measures for trade liberalization 
and expansion. A payments union with credit 
facilities would not only facilitate trade liberalization 
and expansion, but, by its very existence, it would 
also induce the adoption of trade promotion measures, 
With the exception of the Working Group of 1963, 
all expert bodies and consultants have recognized the 
need for the setting up of some institution, if not a 
Payments Union, at least a Clearing House. 


In 1967, the ECAFE seminar on the Vinancial 
Aspects of Trade Liberalization discussed alternative 
schemes of payments arrangements, including a simple 
clearing system and a payments union with credit 
extension and reserve arrangements.'4 As a_ result 
of the seminar’s discussions and the consultants’ 
reports, the idea has been generally accepted that 
“the minimum that the countries of the region should 
agree to do is to set up a clearing mechanism”. There 
seems to be general agreement that such an institution 
would benefit member countries in the following ways: 


(a) it will bring member-countries closer to each 
other and thus enable them to go further in 
the direction of closer economic, technical 
and financial to-operation; 


13 ECAFE, “The Rationale of Plan Harmonization and Economic 
Co-operation in the ECAFE Region”, RP/WPH.1/A.3 (1966), 


14 E/CN.11/Trade/TE/L,3. 


(b) it will lead to some saving in servicing costs 


and 


(c) it will reduce dependence of member- 
countries on hard currencies and gold and 
lead to increased use of the currencies of 
member-countries in trade. 


There is almost universal agreement that these 
benefits are real and experience of clearing arrange- 
ments created in other parts of the world shows that 
such benefits would follow. It has been argued that 
there would be some saving in servicing costs also. 


There is also agreement on the possible dis- 
advantages: 


“(a) for the operation of clearing arrangements 
countries that have no foreign exchange 
restrictions or controls on current payments 
(Article VIII countries) may be required 
to take some steps which may be tantamount 
to putting the clock back in the matter of 
liberalization of foreign exchange controls; 


(b) a regional clearing arrangement may well 
result in the curtailment of credit facilities 
that are currently available to member- 
countries from traditional banking centres 
located outside the region, and 


(c) if the settlement period for clearing trans- 
actions is long, it may result in unintended 
extension of credit from surplus countries to 
deficit ones.”}5 


There is however no need to reach agreement as 
to whether there should he facilities for credits in 
addition to clearance regardless of whether just a 
Clearing Mechanism or a Payments Union is required. 
On the question of whether it is a clearance mechanism 
that is to be set up or a payment union, expert 
opinions are now being studied regarding the various 
aspects of their functioning, and the geographical 
coverage desirable. At the 1967 seminar, it was 
recognized that a larger group of countries, involving 
a greater absolute amount of compensable trade, would 
be superior to a small group.!® 


15 [bid, 


16 One of the experts proposed that the percentage of compensable 
trade to total trade should be a criterion of the efficiency of a grouping. 
While most experts recommend that the arrangement should include 
the membership of most if not all countries of the region, this expert 
recommended the omission of Brunei, Hong Kong, Iran and New 
Zealand, on the basis of the payments position of each of these coun- 
tries vis-a-vis the region. 


B. Intra-Regional Trade as a Growth Strategy 


There are three possible criteria for lending and 
borrowing: 


(a) intra-regional trade surpluses (or deficits) ; 


(b) over-all balance of payments and reserve 
position; or 


(c) surpluses or deficits associated with in- 
cremental intra-regional trade. 


The first of these criteria has been questioned on 
the grounds that an intra-regional trade surplus, in 
some countries, may form the traditional and essential 
counterpart of a trade deficit with the world outside 
the region: 


Such a criterion might indeed result in 
forcing poorer countries to lend to richer ones 
and countries in over-all deficit to lend to 
countries in over-all surplus. 


The second criterion has found more support but 
it could sometimes lead to paradoxical results. A 
country running a deficit in its balance of payments 
vis-a-vis the world, would under this arrangement be 
entitled to borrow from the regional union. Two 
questions arise: firstly, why should it be necessary for 
it to borrow from this union in view of the existence 
of the IMF and other bodies established precisely to 
meet such needs? Secondly, if credit facilities are to 
have no relations with intra-regional trade, how is 
the existence of such a facility going to intensify intra- 
regional trade? The third criterion would give rise 
to the difficulty of defining and measuring incremental 
trade, but this difficulty is surmountable. 


On many matters of detail there is now agreement 
among experts or at least their differences are not 
serious. Thus, it is commonly accepted that, for the 
clearance system, settlements should take place at 
monthly intervals, whereas the interval should be 
annual when it concerns credits; that this monthly 
or annual settlement has to be in terms of some con- 
vertible currency; that accounts may be kept in terms 
of a new currency unit, “the Asian dollar’, defined 
in terms of its gold equivalence; that either the Asian 
Development Bank or one of the central banks of the 
region could be entrusted with the work of operating 
the union agreements and that the union has to have 
a reserve pool of, at least, 100 to 200 million dollars 
to begin with. 
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Chapter V 
COMMODITY PROSPECTS 


This section considers the state and prospects of 
the intra-regional trade in a number of commodities 
which are actually or potentially important as export 
commodities for the region as a whole or for some 
of its countries. Possible measures of co-operation by 
the countries of the region will be indicated in the 
discussion of future prospects. 


Rice (SITC 042) 


Production has been rising rapidly in all rice- 
producing areas. In the ECAFE region, production 
increased between 1955-1957 and 1967 by about 35 
per cent, as against a 30 per cent increase in the entire 
world. World exports increased by 25 per cent 
between 1955-1957 and 1965, but those from the 
ECAFE region increased less rapidly; as a result, the 
region’s share in world rice exports dropped from 60 
per cent in 1955-1957 to about 40 per cent in 1967. 
Over-production has been predicted for the world as 
a whole. 


The principal rice-exporting countries of the 
ECAFE region, omitting mainland China, are 
Thailand, Burma and Cambodia. The principal rice- 
importing countries are Malaysia, Hong Kong, 
Indonesia, India and Ceylon. The exports of the 
region almost fully meet the import demands of the 
region while exporting also to the world outside. 
India alone among the regional importer countries 
does not satisfy its full import requirements from 
regional sources. 


The region imports little rice from outside but 
does import large quantities of other grains. In 1966, 
the region spent about US$ 1,600 million on imports 
of foodgrains from extra-regional sources, about 
US$ 1,000 million being imported by the developing 
countries. 


According to projections made by FAO, the 
developing ECAFE countries may have an exportable 
surplus of 4 million tons by 1975. The alternative 
projection of the World Indicative Plan expects a 
surplus of 2.1 million tons. The world outside the 
region is unlikely to absorb even the lower of these 
projected quantities. It is thus imperative to work 
out a pattern of intra-regional trade among the ECAFE 
countries to brake the implicit price fall. 


Available projections also envisage a regional 
deficit of wheat and coarse grains to the extent of 
about 2.0 million tons. There is thus a possibility 
of utilizing the surplus rice as a substitute for other 
grains. The size of the expected rice surplus may 


also be reduced by substituting other grains for rice 
in the agricultural plans of the countries that are now 
aiming at self-sufficiency in rice. A multilateral long- 
term agreement, whereby every participant country 
gives an undertaking to supply or to buy specified 
quantities of rice at fixed prices, would be an obvious 
method for stemming the tendency towards surplus in 
so much as that would reduce the uncertainty of 
present deficit countries regarding the cost of meeting 
their future needs. 


Tea (074.1) 


The share of tea in the export earnings of 
developing ECAFE countries was 6 per cent in 1960 
and 5 per cent in 1965. In terms of world produc- 
tion, the share of the ECAFE countries was 80 per 
cent in the mid-1950s, but 75 per cent in 1965 due 
to increased production in East Africa and the USSR. 
In terms of world exports by volume, the share of the 
ECAFE region was 94 per cent in 1955 but only 87 
per cent in 1965. 


World production increased in the first half of 
the 1950s by about 18 per cent, and in the second 
half by 15.5 per cent. Between 1960 and 1965, the 
growth of production slowed down even further. 
Production is nevertheless expected to increase from 
2,050 million lb in 1965 to 2,900 million lb by 1975, 
an increase that would spell disaster for prices. A 
continual erosion of black tea price began in 1955. 
By 1968, prices had declined so steeply that an ad hoc 
meeting of tea-producing countries, sponsored by FAO 
and held at Kampala in January 1969, resolved that 
some form of international action was necessary and, 
at a further Working Group meeting of FAO in April 
1969, it was agreed that producing countries should 
meet with a ‘view to restricting production. 


The developed countries are lowering their import 
restrictions on tea. As a result of lengthy negotiations 
at GATT, the customs duty on bulk tea has been 
removed and the duty on packeted tea reduced from 
high percentages to only 5 per cent. Japan alone 
among the developed countries has both a high duty 
of 35 per cent and a rigid quota for black tea. Japan 
may be expected to fall in line with other developed 
countries in the world, especially if it can expect 
regional preferences. Developed countries, however, 
are aggravating the problem for India and Ceylon 
in other ways; some of them are trying to become 
self-sufficient in tea. Competition is also growing in 
African countries where international agencies are 
encouraging some of the countries to increase their 
acreages. 
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B. Intra-Regional Trade as a Growth Strategy 


The problem, however, is not restrictions in the 
developed countries, but demand saturation in the 
traditional markets. In the developed countries, 
demand for tea is highly inelastic to changes in price 
or income. In the United Kingdom, the largest 
market, per capita consumption has declined from 
9.97 lb in 1956-1958 to 9.31 lb in 1963-1965. What 
is true of the United Kingdom is true of other 
traditional developed markets, such as Canada, Aus- 
tralia and New Zealand. Per capita consumption is 
declining, not only because of the changed beverage 
habits, but also because of the immigrant coffee- 
drinking population. 


The tea-producing countries can help themselves 
a great deal by co-operating in restricting produc- 
tion and in sales promotion compaigns.  Intra- 
regional trade among the developing countries can 
help the tea-producing countries. Since per capita 
consumption of tea is very low in these countries, 
while demand for tea is highly income and price 
elastic, there is a potentially large market. Many of 
the countries, however, restrict tea imports while there 
are considerable imports of beverages other than tea 
from outside the region. In 1966, the ECAFE coun- 
tries imported about US$ 125 million worth of coffee 
and other beverages from outside the region. In 
principle, some of these imports from outside could be 
replaced by tea from regional exporters. 


The region’s tea exporters might thus derive 
considerable help in the longer run from the removal 
of all restrictions on imports of tea in regional coun- 
tries, provided that there is a continuance of restric- 
tions on the imports of beverages from outside the 
region. 


Coconut products (051.7(1), 221.2 and 422.3) 
Between 1961 and 1965, the ECAFE region pro- 


duced, on average, more than 80 per cent of the 
world ‘output of coconut and copra and shipped over 
75 per cent of the world exports of coconut oil, copra, 
and kindred products. Among the ECAFE countries, 
the Philippines is the largest coconut producer, 
followed by Indonesia, Ceylon, India, Malaysia and 
Thailand, in that order. The region’s output of 
coconut oil, however, does not exceed a quarter of 
world production. 


The bulk of the region’s exports go to destina- 
tions outside the region, intra-regional trade being 
relatively unimportant. Shipments from the Philip- 
pines go almost entirely to the United States (where 
they enjoy preferential treatment) and to Eastern 
Europe. The most important segments of the intra- 
regional trade in this particular commodity are 
Malaysia’s exports to Japan and Ceylon’s exports to 
India and Pakistan. Imports of copra into the deve- 
loped ECAFE area have moved on a strong upwards 


trend during the last ten years or so. The reverse, 
however, is true of the developing countries of the 
region, owing to attempts at import substitution. 


The development of intra-regional trade is an 
urgent necessity for the main coconut exporters of 
the region. The preferential terms enjoyed by the 
Philippines in the United States are going to come 
to an end. For Ceylon and Indonesia, an enlarge- 
ment of the market will allow investment in additional 
capacity: Ceylon’s exports of copra and coconut oil 
have been declining, in part because of a rise in 
domestic requirements, and Indonesia’s exports were 


halved during 1956-1965. 


Prices have remained high or have risen and the 
high prices have encouraged the substitution of other 
oils for coconut oil. Coconut oil is replaceable to 
varying degrees in both its food and non-food uses 
by other oils and fats, the principal competing oils 
being soybean, groundnut, cotton seed, and palm oil. 
Among animal oils and fats, lard, marine and whale 
oils also compete with coconut oil in many _ uses. 
Projections made by FAO indicate large increases in 
the world supply of many of these substitute oils. 
A study by FAO anticipates that the developing 
countries will face increasing difficulties in maintain- 
ing their exports of vegetable oils, including coconut 
oil, in the traditional markets in North America and 
Western Europe. Coconut oil is also losing ground to 
petroleum-based synthetics. 


The ECAFE countries which depend on export- 
ing coconut products must therefore turn to new 
markets. While they have to explore the markets 
of Eastern Europe, the largest scope for expansion 
lies in the developing countries of the region itself. 
Consumption of oils and fats is still very low in the 
region and demand is highly elastic with respect to 
income. Trade is, however, restricted by various 
barriers and many countries are developing domestic 
coconut production. Others are engaged in the 
production of substitute oils (e.g. palm oil in 
Malaysia). Even though the ECAFE region is the 
main producer and exporter of coconut oil, there is 
a certain inflow of oils from outside the region. 


There seems to be a case for removing import 
restrictions on coconut products. Mere liberalizatioa 
will not go far enough, but surplus and deficit 
countries may find it possible to agree, by way of 
plan harmonization, on sales and purchases of specified 
quantities at specified prices. 


Sugar raw (061.1) and sugar refined (061.2) 


Australia, India, Indonesia, the Philippines and 
China (Taiwan) are the five principal sugar- 
manufacturing countries of the region. It is a major 
export item for each of these countries, except India 
which is, however, self-sufficient. Philippine exports 
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Chapter V. Commodity Prospects 


are primarily directed to the United States and other 
countries outside the region. A large part of Aus- 
tralia’s exports also go outside the region. Intra- 
regional trade takes place mainly between Taiwan 
and Australia as exporters and Japan as importer. 
Taiwan exports mainly refined sugar, whereas the 
exports of the Philippines and Australia consist of 
raw cane and beet sugar. 


Only a small part of Japan’s needs are met by 
supplies from ECAFE countries. In 1966, Japan 
imported about US$ 100 million worth of raw sugar 
from outside the region. Imports of refined sugar by 
the developing ECAFE countries from sources out- 
side the region amounted to more than US$ 40 million 
in 1966. There is thus considerable scope for the 
development of intra-regional trade, initially through 
diversion of imports from extra-regional sources to 
intra-regional ones. In the short run, this would 
require increases of production. As regards the longer 
run, projections carried out by FAO indicate sub- 
stantial exportable surpluses. 


The world market for sugar has been suffering 
from excess supply and steep falls in prices. The 
opening of new markets among neighbouring trade 
partners would allow regional exporters to ward off 
some of the consequences of the possible world sur- 
pluses. This would indicate a general liberalization 
of trade in sugar, subject to over-all regional pre- 
ference. 


Spices (075) 


Spices are grown almost exclusively in Asia. 
Commercially, the most important type is pepper, 
which constitutes about two thirds of the exports of 
all spices originating in the ECAFE region. The 
other principal varieties which occupy significant 
positions in the over-all trade of some other ECAFE 
countries are nutmeg, mace, cinnamon and chillies. 


In 1966, world production of pepper was 
estimated at about 80 thousand tons. Of this total, 
over five sixths was produced by India (23.0 thousand 
tons); Indonesia (20.3 thousand tons); Malaysia 
(14.8 thousand tons) ; Ceylon (10.2 thousand tons) ; 
and Cambodia (2.0 thousand tons). Malaysia derived 
about 1 per cent of its total merchandise export 
income from pepper in 1965, and Cambodia, 2 per 
cent. In the case of both India and Indonesia, pepper 
represented approximately 1.5 per cent of their 
respective total exports. The share of pepper exports 
to total exports accounted for less than one per 
cent in Ceylon. Pepper production is characterized 
by violent fluctuations. In 1966, the aggregate output 
of these five countries was 70.0 thousand tons and in 
the 1962-1964 period, 63.0 thousand tons, an 11 per 
cent increase in 1966 over the average production of 
the previous two years. The bulk of this increase was 
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provided by Malaysia (Sarawak) as a result of pro- 
motional measures by the Government to encourage 
new planting and to raise the rate of yield of the 
pepper plant. 


World shipments of pepper totalled 89.3 thousand 
tons in 1966, of which ECAFE countries accounted 
for 58.5 thousand tons, composed as follows: India 
(24.9 thousand tons); Indonesia (20.3 thousand 
tons) ; and Malaysia (Sarawak) (13.3 thousand tons). 
Cambodia and Ceylon supplied 1.5 thousand tons and 
0.3 thousand tons respectively. Singapore is an 
important re-exporting country. 


Imports of pepper into the ECAFE countries have 
been rather small. In 1966, they constituted about 18 
per cent of the pepper (in volume terms) entering 
international trade. Malaysia alone absorbed an 
amount of 12 thousand tons; but this figure covered 
imports from Sarawak. Japan and Hong Kong 
imported 1.4 thousand tons and 0.2 thousand tons 
respectively. Altogether, the three countries con- 
stituted a market of some 13.6 thousand tons. 


It is doubtful whether intra-regional trade can 
be expanded by any considerable amount through any 
promotional or liberalization measures. Habits 
regarding the consumption of spices are not likely 
to change very fast, though they are likely to have 
higher income and price elasticities in the region 
than in the developed countries of the West. Quantita- 
tive and tariff restrictions could thus be removed 
easily. The main emphasis ought to be on co-operative 
effort among the chief spice-exporting countries to 
stabilize their market conditions. 


As it is a crop exposed to the hazards of weather 
and plant diseases, there are heavy fluctuations in 
the year-to-year output of pepper. These affect prices 
significantly, since demand in the developed countries 
is inelastic with respect to price. Apart from their 
immediate effect on producers’ incomes and export 
earnings, short-term supply and price fluctuations 
affect production in the longer term with a lag of 
roughly seven years. India, Indonesia, Malaysia, 
Cambodia and Ceylon would be the main countries 
interested in agreements on market sharing and pro- 
duction restrictions with a view to controlling prices. 


Tobacco (121) 


The important tobacco exporters among the 
ECAFE countries are India, Indonesia and the 
Philippines. India produces and exports leaf for 
cigarettes, whereas Indonesia and the Philippines 
specialize in cigar leaf. Japan, Thailand, Pakistan 
and Burma also produce tobacco, but they consume 
most of what they produce. 
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Most of the region’s tobacco production is 
exported outside the region; at the same time, most 
of the imports of tobacco originate outside the region. 
ECAFE countries earned about US$ 60 million in 
1966 from exports of tobacco to extra-regional coun- 
tries, but spent US$ 45 million on buying tobacco 
from the rest of the world. This may not, however, 
be treated as the measure of possible trade diversion: 
flavour and blend are of paramount importance to 
demand and Asian tobaccos are not always acceptable 
as a substitute for American tobacco, 


Tobacco is one of the commodities on which 
most countries depend for raising revenues; tariff 
reduction, therefore, would not be an acceptable 
proposal. The smaller producers, however, could co- 
operate with the major tobacco-exporting countries by 
converting import duties into excise duties. It should 
be added that intra-regional trade in this commodity 
(and, indeed, regional production) is affected by aid 
being given in kind, in this case in the form of 
United States surplus disposals under PL480. 


Hides and skins (211), leather (611) and leather 
products (612) 


Hides and skins constitute important export 
commodities for some of the countries of the region, 
but not in intra-regional trade. It cannot be said 
that there are good prospects of their importance 
growing significantly. Leaving aside Australia and 
New Zealand, whose products under this category 
are very different from those of developing countries, 
the region’s exports are destined mainly for the 
developed countries of the West. Since the developing 
countries of the region are largely self-sufficient in 
these products, the removal of trade barriers may not 
generate much trade. By the same token, however, no 
country need have apprehensions about lifting restric- 
tion on imports. 


Thus there does not seem to be any strong reason 
for maintaining quantitative and tariff restrictions on 
imports on any items belonging to the group. Lifting 
these restrictions would probably lead to the products 
of Australia and New Zealand finding larger markets 
in the developing countries of the region. This result 
would be wholly desirable if it were to act as an 
incentive for these two countries to offer favourable 
terms to products of the developing countries of the 
region. 


The situation of leather and leather products is 
not very different. During recent years, the export 
of these products from the important exporters of this 
region (India and Pakistan) has increased greatly, but 
mainly to extra-regional countries. No country in the 
region enjoys a marked superiority in the quality of 
its leather, and the leather and leather products 
industry enjoys no economies of scale. There is thus 
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not much likelihood of any one or two countries 
dominating the entire regional market in the short 
run if restrictions on trade are removed. On the 
other hand, competition is likely to stimulate the 
improvement of quality, These are not products for 
which any country requires protection. 


Wood (242 and 243) plywood and veneer (631) 


The developing ECAFE countries are largely self- 
sufficient in rough and shaped wood. Japan imports 
substantial quantities of wood from outside the region, 
but the needs of the developing countries are mostly 
met by regional supplies. The principal regional 
exporters are the Philippines and Malaysia; the chief 
regional importers, apart from Japan, are Australia, 
China (Taiwan), Hong Kong, the Republic of Korea, 
and Singapore, part of the imports of Hong Kong 
and Singapore being for re-export. 


The extra-regional imports of Japan can be pre- 
sumed to include qualities not produced in any of the 
countries of Asia; they come mainly from North 
America. The scope of diversion in this trade is 
therefore limited. The prospects of the intra-regional 
trade of the region therefore depend on the growth 
of trade between the main exporters and_ other 
countries that do not possess high-quality wood and 
yet do not, at present, import wood in any quantities. 


The liberalization of import restrictions alone 
may not be enough in this case. To create a greater 
and more diversified intra-regional trade, the planned 
supplies and demands will have to be co-ordinated. 
The contracting parties of a possible economic agree- 
ment on wood would adjust their forest resources 
expansion and preservation plans and agree upon 
quantities of assured supplies and purchases. 


Plywood and veneers occupy a special place in 
the trade in forest products. The region imports 
about US$ 20 million worth of these products from 
the rest of the world, the principal importers being 
Japan, Australia and Hong Kong. At the same time, 
however, the region exports a much larger volume of 
products of the same group to countries outside the 
region, the chief exporters being Japan, Taiwan, the 
Republic of Korea and the Philippines. There is thus 
every possibility of the region reaching self-sufficiency 
in these products through a more intensive intra- 
regional trade. The removal of import restrictions 
seems likely to benefit all countries. 


Rubber (231) and rubber articles (621 and 629) 


Intra-regional trade in rubber products is modest 
in volume and is confined to Japan’s exports to the 
rest of the countries. Trade in natural rubber how- 
ever is very much more important and involves more 
countries. The possible outcome of regional co- 
operation would be for the trade in rubber products 
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to replace the trade in rubber. The main rubber- 
exporting countries, namely Malaysia, Ceylon, 
Indonesia and Thailand, should be capable of manu- 
facturing tyres and other products using rubber on a 
much larger scale than at present and exporting them 
to the remaining countries of the region. The 
establishment of rubber industries in the rubber- 
producing countries could be based on collaboration 
with some of the rubber-importing countries (e.g. 
Taiwan, India, Hong Kong, the Republic of Korea 
or Japan), and on trade in those products under 
preferential conditions. 


In 1966, the ECAFE region imported nearly 
US$ 90 million worth of rubber products from out- 
side the region: this gives an idea of the scope for 
import substitution following trade diversion. More- 
over, of the imports from within the ECAFE region, 
80 per cent originated in Japan; Japan’s place could, 
in principle, be largely taken over by the rubber- 
producing countries themselves. 


A certain amount of synthetic rubber is imported 
from outside the region and Japan exporis synthetic 
rubber to regional importers. Regional co-operation 
between users and producers of natural rubber might 
thus also extend to the limitation of imports or the 
production of synthetic rubber. 


Jute (264) 


The two countries primarily interested in jute 
are Pakistan and India. Practically the whole of 
world production and world exports are accounted for 
by these two countries, Pakistan’s share being much 
the larger. Intra-regional trade is, as yet, no more 
than a small fraction of world trade. 


Jute illustrates vividly the disadvantages of unco- 
ordinated import substitution and export production in 
different countries. India, since partition and the 
resultant jute deficit, and other countries (Burma, 
Nepal and Thailand) have been making great efforts 
to raise jute production to meet their own needs and 
for exports. This has tended to reduce intra-regional 
trade in jute at a time when the demand prospects 
in the traditional markets in the West are over- 
shadowed by the introdution of new packing materials 
and new methods of handling. The over-all prospect 
for jute, in the long run, is one of depressed prices 
and falling export earnings. 


A measure of consultation and co-ordination in 
price-setting has been brought about in the framework 
of FAO. If more far-reaching agreements can be 
considered, they would presumably envisage an 
increasing concentration of production, with provision 
for sales and purchases at agreed prices, linked to a 
liberalization of imports throughout the region. 
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Pulp (251) and paper (641) 


In 1966, more than US$ 10 million worth of pulp 
was imported by the ECAFE region from outside, the 
biggest importer being Japan, followed closely by 
Australia and India. ECAFE countries supplied only 
one tenth of this amount, the chief regional supplier 
being New Zealand. New Zealand’s exports go almost 
entirely to Australia. It has been suggested that the 
ASEAN countries! — Indonesia, Malaysia, the Philip- 
pines and Thailand — have the forest resources for a 
variety of paper industries. Exploitation of these 
resources can therefore generate trade in pulp and 
other paper-making material among these countries 
and between them and neighbouring countries — 
Singapore, Taiwan, the Republic of Korea, Hong Kong 
and, of course, Japan. The implied development will 
be helped by measures of plan harmonization, as the 
modern paper industry is highly susceptible to scale 
effects. The liberalization of trade in the raw 
materials would have to be agreed simultaneously. A 
removal of import restrictions on pulp is likely to have 
the desirable result of bringing New Zealand into 
closer economic relations with the South East Asian 
countries. 


Paper also has hitherto played a minor part in 
intra-regional trade. In 1966, the region imported 
about US$ 200 million worth of paper and paper- 
board from outside the region. Both are, in principle, 
replaceable from regional sources, but this is not going 
to take place automatically as a result of trade 
liberalization, since no country can expand production 
very fast in response to market demand. 


Cotton (263), cotton textiles (65) and clothing (64) 


India, Pakistan and Iran are the three chief 
cotton-producing countries of the region. As an 
export item, however, cotton is important to the 
economies of other and smaller countries with smaller 
production, for instance, Afghanistan and Burma. 
The chief exporting countries in the region are 
Pakistan, India, Iran and Afghanistan. The greater 
part of the region’s exports go to countries outside 
the region. Within the region, the chief importer is 
Japan and sizeable quantities of cotton are also 
imported by Taiwan, Hong Kong, India, the Republic 
of Korea and the Philippines. Only a tenth of the 
ECAFE countries’ requirements of cotton, however, is 
met by imports from within the region. The most 
important extra-regional supplier of cotton to the 
region is the United States which disposes of surplus 
cotton under PL480. 


The problem of cotton is further complicated by 
the competition of synthetic fibres. In 1966, the deve- 
loping ECAFE countries imported about US$ 65 
million worth of these iibres, about US$ 20 million 


1 Except for Singapore, which lacks forest resources, 
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being imported from outside the region. The remain- 
der was obtained from -Japan, the only exporter in 
the region. Many countries in the region are setting 
up their own synthetic fibre industries. 


The potential scope for intra-regional trade in 
cotton is great. Developing countries tend to set up 
textile industries in the very first stage of industriali- 
zation, and cotton manufacturing has proliferated 
in most of the developing countries and will- continue 
to do so. If infant industry protection is given, there 
is perhaps no country in the region that cannot set 
up its own viable textile industry, provided that it 
has access to raw material supplies. Cotton, the 
principal raw material, cannot however be grown in 
every country economically. If the continued expan- 
sion of textile production in all the countries must be 
taken for granted, it follows that there will also be a 
continued increase in the imports of cotton or synthetic 
fibres. Left to themselves, the cotton may come, as it 
does at present, predominantly from the United States 
and the synthetic fibre from Japan. Cotton-exporting 
countries would benefit from a removal of restrictions 
on imports into regional countries from regional 
sources, especially if restrictions on imports from 
outside the region were maintained or reinforced. 
The discontinuation of United States surplus disposals 
would further benefit regional exporters. Synthetic 
fibre production in the developing countries of the 
region may require protection, and joint ventures 
might be found useful in promoting investment and 
trade’ in synthetics. 


The development of intra-regional trade in textiles 
and clothing may call for the institution of a two- 
tiered system of preferences. This would allow all 
countries of the region to be given preference over 
extra-regional suppliers, while the relatively less 
developed countries among the developing countries 
could be offered preferential treatment in the markets 
of the more developed countries without reciprocity. 


Fertilizers, manufactured (56) and crude (271) 


Every country in the region imports manufactured 
fertilizers from sources outside the region. The 
demand will continue to grow, as agricultural tech- 
niques are modernized and increasing reliance is 
placed on yield as a source of growth of agricultural 
output. Part of the import demand is met by regional 
exports, the chief exporter being Japan, but Japan 
itself has to meet some of her fertilizer needs by 
importing certain types from outside the region. 


Except for Japan, none of the larger countries 
of the region is likely to have exportable surpluses 
of fertilizer in the near future. These countries will 
absorb any increases in their domestic production and 
still continue to import from outside the region. The 
possibility of producing surpluses for intra-regional 


trade exists in the smaller countries of the area which 
may find the minimum economic plant size too large 
for their immediate needs. They would be able to 
set up such plants only after reaching an under- 
standing with some of the smaller neighbouring 
countries about market sharing. 


In view of the shift from sulphur to ammonia 
as the base for nitrogenous fertilizers, such trade 
would originate in the petro-chemical complexes that 
may be expected to develop in the petroleum-producing 
countries or their near neighbours. There are, on the 
other hand, some countries which are increasing the 
use of phosphatic and potassic fertilizers rather than 
nitrogenous fertilizers. In general, the economics of 
the location of the fertilizer industry depends a great 
deal on the sources of raw material. Countries which 
refine petroleum, or which possess natural gas or 
crude fertilizers, are the obvious locations for the 
industry. The larger countries in this class will not 
have exportable surpluses, so that intra-regional trade 
will originate in the smaller ones. The ASEAN 
countries and Brunei meet the necessary technical and 
economic criteria and trade in fertilizer may be 
expected among them. 


At present, the developed countries of the region 
are importing large quantities of crude fertilizer from 
outside the region. There seems to be scope for the 
diversion of much of this trade to regional sources, 
the most important among which is Pakistan. 


Manufactured and crude fertilizer presents a 
typical case in which mere liberalization will not 
generate trade: what is necessary is economic agree- 
ment based on the plan harmonization approach. 


Iron ore and steel scrap (281 and 282) and iron and 
steel (67) 


There is vast scope for the expansion of intra- 
regional trade in iron ore, iron and steel. The region, 
as a whole, imports more than US$ 600 million 


‘worth of iron and steel from the developed countries 


of the West. There is, however, no shortage of iron 
and steel in the region: during the same period, its 
exports of iron and steel to the world amounted to 
about US$ 1,500 million, of which only about US$ 600 
million worth of products ‘went to the regional market. 
Japan is the chief exporter of the region, dominating 
the export market with its share of about 90 per cent. 
Australia comes second with a share of about 3 per 
cent. Among the developing countries, China 
(Taiwan), the Republic of Korea, Hong Kong, 
Singapore and India have emerged as minor exporters, 
most of their products going to the regional market. 


Intra-regional trade in iron ore consists entirely 
of movements from India, Malaysia, the Philippines, 
the Republic of Korea and Thailand, to Japan. 


j 
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Similarly Japan is the only market for the intra- 
regional exports of scrap, coming from Hong Kong, 
India, Malaysia and Australia. 


It is clear that, given regional preference, Japan 
could replace practically all extra-regional supplies of 
iron and steel to the regional countries. If such trade 
diversion were to take place, it would result in a 
swelling of the flows of iron ore to Japan and of 
iron and steel from Japan to most of the countries of 
the region. Apart, however, from the countries which 
are already exporting iron and steel, new areas are 
likely to make their appearance in the iron and steel 
map of the region. Studies have established the 
feasibility of iron and steel plants (of moderate size 
to begin with) as joint enterprises in the ASEAN 
countries, as well as in Iran and Pakistan.’ If these 
developments occur the intra-regional trade in iron 
ore (and other raw materials) as well as in iron and 
steel would grow. 


Plan harmonization within sub-regions seems to 
offer the best basis for the development of iron and 
steel industries in smaller countries. Pending such 
schemes, regional preferences, including a freeing of 
imports from regional sources, seem to be the best 
contribution of policy to regional development. 


Non-ferrous metals (68), non-ferrous metal ores (283) 


Non-ferrous metal ores are exported by India, 
Iran, the Republic of Korea, Malaysia, the Philippines, 
Thailand and Australia, Half of these exports go 
outside the region, the other half goes almost entirely 
to Japan. Only a little more than one half of the 
region’s needs of non-ferrous ores is met by regional 
producers, though the developing countries satisfy 
their full requirements from these sources. The value 
of non-ferrous metals imported by the region as a 
whole from extra-regional sources exceeds US$ 400 
million, the share of the developing countries being 
about US$ 150 million. The region however also 
earns more than US# 400 million from its extra- 
regional exports of these metals, There is thus con- 
siderable scope for the expansion of intra-regional 
trade in both non-ferrous ores and metals. 


The principal metal-exporting countries are 
Malaysia (tin), Australia (zinc, copper, lead and 
aluminium), Thailand (tin), and Japan (aluminium, 
copper, zinc)., The extent to which non-ferrous metals 
imported from outside the region can be replaced 
by regional products needs to be investigated: the 
many metals thus grouped together are not all sub- 
stitutes for each other. There is however little doubt 
that it would be rational policy to set up metal- 
processing industries as joint ventures in the ore- 
exporting countries with the concomitant liberalization 
of import restrictions in the regional market, the whole 
of which could be subject to regional preferences. 
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Crude petroleum (331) and petroleum products (332) 


In this group of commodities, the development 
of production and trade could be expected to lead to 
a partial replacement of the present trade flows of 
crude oil by petroleum products and to new flows of 
crude oil and petroleum products from oil-producing 
countries to non-producers. Whatever its composition 
in terms of crude and refined products, intra-regional 
trade in this group of products is bound to increase, 
because exportable surpluses only exist in Iran, Brunei 
and Indonesia while demand for petroleum products 
will grow steeply in every country. 


At present, practically all the intra-regional trade 
in crude oil originates in Iran. The entire volume of 
Brunei’s exports goes to Sarawak in Malaysia, presum- 
ably to be refined into products which are then 
exported through Singapore to various neighbouring 
countries. Part of [ran’s exports of petroleum pro- 
ducts also passes through Singapore, while another 
part is distributed directly. 


In 1960, the region enjoyed an over-all surplus 
in petroleum products but, by 1965, this had turned 
into a deficit. Since then, the region has been 
importing considerable volumes of both crude and 
refined petroleum from outside the region. There is 
thus considerable scope for diverting the region’s pur- 
chases to the regional petroleum producers. The 
development of petroleum-based products in petroleum- 
importing countries seems a suitable subject for the 
joint ventures and will give rise to further trade. 


Light engineering 


Light engineering products may be defined, for 
convenience, as consisting of the following SITC 
categories: metal tanks, boxes (692), wire products 
(693), steel copper nails, nuts etc. (694), tools (695), 
cutlery (696), base metal household equipment (697), 
plumbing, heating etc. (812), furniture (821), travel 
goods (831), plastic articles (893), and office supplies 
(895). 


Japan is the dominant producer and exporter of 
this range of products but other countries, namely 
Hong Kong, Singapore and Taiwan, have developed 
specialization in these products. Singapore’s exports 
are mainly to neighbouring ECAFE countries, but 
Hong Kong and Taiwan export their products to 
extra-regional markets. Hong Kong exports of light 
engineering products include re-exports, but presum- 
ably to a lesser extent than those of Singapore. India 
exports a much small amount of these products and 
the same is true of Australia. India and Australia are 
net importers of these products, as are all other 
countries of the region except Japan, Taiwan and 
Hong Kong. 


80 


The large scope for the expansion of intra-regional 
trade in these products is*tonditional on the removal 
of protective barriers. It may be necessary for the 
developing countries in the region to retain some 
protective barriers against Japan, and it may also be 
unavoidable that the less industrialized countries of 
the region retain some tariff barriers against the more 
industrialized countries of the region. There is little 
reason for these barriers to be reciprocal, nor is there 
any strong reason for maintaining barriers among the 
more industrialized countries or among the remaining 
developing countries. 


Liberalization along these lines may lead Japan, 
China (Taiwan), Hong Kong, Singapore and India 
to dominate the regional market. Pakistan, Iran and 
a few others might also emerge as serious contenders, 
under the stimulating effect of competition. There 
seems no reason why such a possible pattern of 
exports should inhibit liberalization. Rationalization 
of production cannot proceed without advantage going 
with specialization. 


Precision instruments, sound recorders, etc. 


(86 and 891) 


Included in this group are: professional, scientific 
and controlling instruments, photographic and optical 
goods, watches and clocks, sound recorders and 
reproducers. The only country in the region that has 
acquired competitive standards in these products at 
the world level is Japan. It alone exports around 
US$ 250 million worth of these products, whereas all 
the developing ECAFE countries together export only 
about US$ 20 million and Australia around US$ 10 
million. 


The developing countries that have started exports 
in minor quantities are Hong Kong, India and 
Singapore. A part of Hong Kong and Singapore’s 
exports must really be re-exports and as such, there 
is not very much of an intra-regional trade pattern to 
be studied. 


Given regional preference, Japan’s exports to the 
region would greatly increase. It is to be considered 
how much and what kind of protection the developing 
countries of the region should adopt against Japan. 
There are arguments for a removal of quantitative 
restriction while maintaining tariffs as infant industry 
protection. : The rest of the countries might then trade 
freely in these products among themselves. 


Machinery and transport equipment (7) 


The development of intra-regional trade in these 
capital goods (various types of machine and transport 
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equipment, including railway rolling-stock and motor- 
trucks and cars) is capable of playing a central role 
in the growth of the regional economy. Many of the 
imports of these products are non-competitive in the 
strict sense of the word, not only individually at the 
country level, but also at the regional level. Depend- 
ence on these products for development purposes lies 
at the root of the developing countries’ dependence ou 
the developed countries of the world. Import sub- 
stitution of these goods, therefore, is ultimately the 
only way of emanicipating the developing countries 
from this dependence. There can be no question of 
replacing all the imports in this group of products by 
regional products, but a gradual replacement is the 
key to the role which intra-regional trade can play in 
the growth strategy of the region. 


Japan alone supplies more than 75 per cent of 
the intra-regional exports. Small flows of exports 
have, however, started in Taiwan, Hong Kong, India, 
the Republic of Korea, Malaysia, Singapore and 
Pakistan. Australia has a place in this group. Its 
intra-regional exports of these products are less than 
a tenth of Japan’s but are several times greater than 
those of any other regional exporter except Singapore 
whose exports, like those of Hong Kong, contain 
significant elements of re-exports. 


If Japan and, possibly, Australia also, were to 
enjoy regional preferences, other countries would 
have to protect themselves if they were to develop 
industries of this type and sell their products in the 
regional mraket. There are specific items in which 
certain countries have acquired a competitive position 
vis-a-vis Japan, but, by and large, Japan enjoys an 
overwhelming advantage in most products of this group 
and also in its capacity to back its exports with credit 
and ship them in its own vessels. A strategy of trade 
liberalization in some of these products is likely to 
require production and market-sharing agreements. 
This applies to capital goods industries which require 
large investment and the development of skill in opera- 
tives and managers, and are operated under conditions 
of economies of scale which are significant relative 
to the size of individual markets, Where these condi- 
tions do not characterize production, trade between 
the semi-industrialized countries of the region could 
be freed, provided that some protection against the 
highly industrialized economy of Japan were retained. 
Those other countries which cannot set up these indus- 
tries, except on an uneconomic scale, do not stand to 
lose anything by removing restrictions on imports of 
these products from within the region. 
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Chapter VI 
SOME BEGINNINGS 


While it is true that the countries of the region 
as a whole have not yet entered into any comprehen- 
sive agreement, there have been the beginnings of 
arrangements of various types. There is thus the 
example of a free trade area between Australia and 
New Zealand, of a sub-regional grouping in ASEAN 
and of commodity arrangements in the Indo-Ceylon tea 
agreement and the Asian Coconut Community. The 
Regional Co-operation for Development (Iran, 
Pakistan, and Turkey) and the India-United Arab 
Republic-Yugoslavia trade agreement are further 
important instances, each involving countries inside 


and outside the ECAFE region. 


Association of South East Asian Nations 


The first attempt at sub-regional grouping on the 
part of developing countries in South East Asia was 
MAPHILINDO, an association of Indonesia, Malaysia 
and the Philippines. ‘The second attempt was made 
in 1961 when Malaysia, the Philippines and Thailand 
formed the Association of South East Asia (ASA), 
The association did not adopt any charter or by-laws, 
did not establish any permanent staff and no financial 
provisions were made for it. It amounted to no 
more than a “forum for discussion of mutual 
problems”. In 1967 it was superseded by ASEAN in 
which Indonesia and Singapore joined with the former 
members of ASA. This association is in the process 
of studying the feasibility of a definite programme of 
partial or complete integration. The member countries 
are examining various possible fields of joint action 
and the forms of such co-operation. 


Because of the lack of complementarities among 
the member countries, their heavy dependence on 
primary exports to the developed countries, and the 
fact that the base level of trade among them is a 
very small fraction of their trade with the rest of 
the world, gains from immediate trade liberalization 
are unlikely to be significant in the short run. Plan 
harmonization (partial, not comprehensive), has 
therefore been emphasized by the member countries. 
The second Ministerial Conference of ASEAN, held 
in 1968, set up a number of permanent committees to 
go into various fields of possible collaboration. Thus, 
there are committees for (a) food production and 
supply, including fisheries, (b) civil air transportation, 
(c) meteorology, communications, etc. and (d) 
shipping. There are proposals for joint investment 
projects regarding steel, petro-chemicals, synthetic 
fibres, plastics, a news-print industry and an ASEAN 
shipping line, and certain criteria have been agreed 


upon for the selection of projects, Standardization of 
customs procedures in another item on the agenda. 
The approach so far has been one of partial integra- 
tion proceeding by individual projects, but the idea 
of a limited free trade area has also been put on the 
agenda. 


The association was formed too recently to allow 
any evaluation of its success. On a priori grounds, 
however, the chances of success of this type of partial 
integration are high. The countries are not distin- 
guished by very uneven levels of development and 
their economic potentials are such that judicious plan 
harmonization could indeed lead to the development 
of complementarities and provide a sound basis for 
the development of several industries. The sub-region 
has such valuable foreign exchange earners as rubber 
and crude oil; the rice surplus of Thailand could 
guarantee the sub-region self-sufficiency in food; and 
the mineral resources (bauxite, tin ore, iron ore, 
petroleum), the forest resources (timber, pulp) or 
the plantation resources (rubber, coconut) could 
provide the basis of manufacturing industries which 
cannot develop now in the small markets of individual 
member countries. At present, the bauxite of the 
region is the main raw material support of the 
aluminium industry of Japan and the high quality logs 
of Malaysia and the Philippines are supplying the 
timber and plywood industries of Taiwan. The 
inclusion of Singapore in the group is an important 
strengthening factor because of its major port facilities 
and shipping links with all parts of the world. 


The effect of sub-regional groupings on the 
economic interests of the region as a whole should not 
be lost sight of. It would be no great benefit to the 
region if raw material supplies to non-member 
countries (e.g., timber to Taiwan) were reduced as 
a result of their sub-regional use. Trade diversion 
through the use of tariffs against non-member coun- 
tries could lead to the retaliatory formation of other 
groups. Such a danger is greatest where the policy 
of the group has a significant effect on the economies 
or the projects of third parties. Co-operative deve- 
lopment of sub-regional groupings will thus have to 
be steered so as to minimize difficulties of this type. 


Regional co-operation for development 


Greater progress is reported to have been made 
by the other sub-regional grouping, the Regional Co- 
operation for Development (RCD), a tri-partite agree- 
ment between Iran, Pakistan and Turkey, which was 
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formed in July 1964. RCD reports significant strides 
in the short period of its existence; it has defined 
its scope of work, adopted its organizational shape 
and established certain basic infrastructural facilities 
and institutional arrangements. The organization con- 
siders that it has passed from the stage of planning 
and preparatory work to the phase of implementation, 
especially in the field of joint industrial ventures. 


During the first two years of RCD, large industrial 
projects for aluminium, carbon black and bank-note 
paper were worked out in detail and approved for 
implementation on the basis of joint equity partici- 
pation and production sharing. Furthermore, feasi- 
bility studies are in progress in the fields of heavy 
engineering, petro-chemicals and ship building. The 
focus is thus on capital goods and intermediate pro- 
ducts, About fifty industrial projects have been 
approved in principle for development on the basis of 
joint enterprise. They include locomotives, cotton 
linter pulp, kraft paper pulp, jute manufactures, wire 
and cables, ball bearings, textile machinery, electronics, 
machinery for tea industry, earth-moving equipment, 
tungsten carbide, machine tools, major components 
and assembly of motor vehicles, centrifugal and special 
filters for chemical industries and diesel engines. Co- 
operation in the field of petroleum is a major objective. 
Measures are being taken for the exploration, drilling, 
exploitation, refining, transportation and distribution 
of petroleum and natural gas in the region. The Izmir 
Oil Refinery Project is developing according to plan, 
while the construction of a pipeline to carry oil from 
the Iranian fields to a Mediterranean port in Turkey 
is also under study. Further, Iran and Pakistan are 
considering the possibility of jointly exploring and 
exploiting the oil in the Mekran area. Steps are also 
being taken to set up filling stations in the border 
areas. 


The RCD Regional Planning Council laid down 
the following general criteria to govern the establish- 
ment of joint-purpose enterprises: (a) products of 
such enterprises established in a particular country 
should be sold to other member countries at inter- 
nationally competitive prices; (b) in determining 
projects for regional development, priority should 
normally be given to the establishment of industries 
which require a market larger than any one member 
country can provide; (c) technical expertise and 
personnel required for developing and running joint 
enterprises should be secured as far as possible from 
within the RCD region; (d) attempts should be made 
to secure for each member country over a period of 
time a reasonable share in the benefits from the 
establishment of joint-purpose enterprises, and (e) 
arrangements should be made to incorporate approved 
joint-purpose enterprises in the several national 
development plans which would thus be reviewed and 
modified from time to time. 


The tentatively agreed joint ventures under the 
RCD are notable for the flexible country-participation 
in projects, for the extent to which individual projects 
have been made self-contained and for flexibility in 
fixing the duration of ventures. These features of 
RCD are likely to permit a rapid start in co-operation. 


Although RCD consists of three countries, deve- 
lopment of joint ventures on a bilateral basis are 
allowed and encouraged. In so far as negotiations 
often advance more readily on a bilateral basis, this 
practice imparts greater flexibility to co-operation. 


Equity-sharing has been combined with market- 
sharing in each project. Benefits from regional co- 
operation can thus be distributed to some extent on a 
project-by-project basis. This allows co-operation in 
individual projects without involving a full agreement 
on sectors or sub-sectors, let alone comprehensive plan 
harmonization. For success, however, it requires that 
joint venture projects are distributed more or less 
evenly among the countries. 


Market-sharing agreements may be for relatively 
short periods, say five years. Even a short-term 
agreement would enable a country to set up plants of 
a more economic size than it could afford on the sole 
basis of home needs. By the time that the market 
agreement comes to an end, home needs would pre- 
sumably have grown enough to justify the selected 
size of plant. This suggests that increasing division 
of labour over time is not absolutely necessary to 
ensure gains from regional co-operation at present. 
The long-term goal of diversification may not 
necessarily be compromised by postponing import sub- 
stitution in certain lines for a period of time until a 
plant of an economic size is justified by home market 
demand alone. 


There is also evidence of progress in trade. The 
Agreement on the RCD Union for Multilateral Pay- 
ments was signed at Ankara in April 1967. These 
payments are confined to major civilian trade settle- 
ments; invisibles, payments for border trade and war 
materials are excluded. There is provision for credit 
of up to US$ 2 million. Commerce Ministers are 
supposed to meet and discuss ways of removing intra- 
regional trade barriers. 


In the field of transport and communications, a 
RCD Shipping Service started operations on the intra- 
regional route in May 1966 and a direct sea link was 
provided for the first time between Pakistan and 
Turkey. Direct service was interrupted by the closure 
of the Suez Canal, but the RCD Shipping Service 
has continued to serve the intra-regional trade through 
transhipment whenever a direct sailing via the Cape 
of Good Hope is not possible. There are also the 
beginnings of rail, road and air links. 
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An examination of the economic structure of the 
three RCD countries reveals remarkably — similar 
patterns of manufacturing. Advance in industries, 
such as cotton and woollen textiles, sugar, edible oils 
and cigarettes, has been extremely rapid in all three 
countries during the last decade. In general, import 
substitution in manufactured consumer goods has 
already been carried far. 


Intermediate products and capital goods are 
relatively less developed in the RCD region and 
dependence on imports of these products is con- 
sequently much heavier. The annual combined value 
of machinery and transport equipment imported into 
the RCD countries is in the neighbourhood of US$ 
800 million and constitutes over 35 per cent of total 
imports. Imports of iron and steel, chemicals, and 
fertilizers are large in all three countries. Demand 
for all these heavy industrial goods is expected to 
grow rapidly and the industrial plans of Pakistan, Iran 
and Turkey place major emphasis on these products. 


From the point of view of regional co-operation, 
it may be reckoned an advantage that Pakistan and 
Turkey have already achieved a degree of self- 
sufficiency in light consumer goods. The characteristic 
features of these industries (relatively low capital and 
skill requirements, large employment effects and 
limited economies of scale) render them manageable 
and economical for development on a national basis. 
In contrast, the heavier and more complex industries, 
such as certain types of steel, engineering, aluminium, 
fertilizers and petro-chemicals, a!l of which the RCD 
countries are now stressing, are precisely the industries 
in which economies of scale are important and 
advanced technological skills and large capital invest- 
ments are required. 


The success of the RCD may be credited to the 
comparable levels of development of the three countries 
and to the choice of partial plan harmonization pro- 
ceeding by projects as much as to their geographical 
contiguity and close cultural ties. The irrelevance of 
geographical continguity in this particular case is 
underlined by the fact that inadequate land routes 
force much of the trade between the countries to move 
round the Cape of Good Hope. 


The difference in approach between RCD and 
ASEAN should be noted. In the former, the projects 
are developed by sectoral committees and are then 
examined by the Regional Planning Council in which 
the three planning organizations are represented. 
Projects are thus capable of being fully integrated 
into national development plans. In ASEAN, how- 
ever, projects are considered more or less indepen- 
dently. Recently, the planners of the countries con- 
cerned have tended to meet and discuss their deve- 
lopment plans in relation to each other and _ this 
process may lead to greater harmonization of their 
plans. However, without a permanent co-ordinating 


body like the RCD Regional Planning Council, a 
mutually consistent and mutually supporting arrange- 
ment between the regional projects and the national 
projects, or even between the regional projects them- 
selves, may not be easy to evolve. 


India-United Arab Republic-Yugoslavia Trade 


Agreement 


This agreement does not really fall within the 
purview of ECAFE regional arrangements because two 
of its three signatories are non-members of the Com- 
mission. They are not even contiguous with or near 
to India which alone is a member of ECAFE; each 
of the extra-regional partner countries is far away 
from the other and in a different continent. It is 
precisely for this reason that this agreement is of 
particular interest to the present discussion. It has 
direct bearing on the question of how much importance 
is to be attached to geographical contiguity or cultural 
affinity and how much to the economic criteria of 
comparable levels of development and the presence of 
actual or potential complementarities. It goes without 
saying that no co-operation is possible without the 
will to co-operate, but the importance of geographical 
or cultural nearness in giving rise to this will can be 
easily exaggerated. 


India, the United Arab Republic and Yugoslavia, 
three countries which found much in common in 
their foreign policy of non-alignment, signed a “Trade 
Expansion and Economic Co-operation Agreement” on 
23 December 1967. The main features of this agree- 
ment are special tariff concessions to be exchanged 
in favour of goods specified in a “common list” and 
originating in any one of the participating countries. 
The margin of tariff concession to be given was fixed 
at an initial rate of 40 per cent of the effective m.f.n. 
rate. The rate was to be increased progressively. 
Another important feature of the agreement is that it 
has been kept open for accession by any developing 
country member of the so-called “Group of 77”. The 
commodities included in the “common list” ranged 
from food products, such as dried vegeatbles, to pro- 
ducts of engineering industries, such as steel bars and 
rods, rails, tubes and pipes, tools and implements, and 
also included products of light industries, such as 
perfumery, tyres and tubes, and footwear. It is too 
early to form any judgment as to the results that have 
been achieved by virture of this agreement. On prima 
facie grounds it may be said that this agreement may 
give rise to one of the most successful cases of co- 
operation in the matter of trade. Apart from trade, 
the three countries propose to co-operate also on 
industrial and other projects. 


Ceylon-India agreement on tea 

The agreement on tea which was recently con- 
tracted between Ceylon and India could be treated 
as a model for commodities that are prominent as 
foreign exchange earners in the region. 
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The first meeting between India and Ceylon took 
place in New Delhi in September 1967, when the 
possibility of evolving a common approach between 
the countries for the development of their respective 
tea industries in a mutually advantageous manner was 
discussed. A fair measure of agreement was reached 
on a common approach to the basic issues affecting 
world supply and demand, particularly the prices 
and unit value of exports, as well as on promotion for 
increasing tea consumption. The second meeting 
(Colombo, January 1968) decided on the formation 
of an Indo-Ceylon Tea Consortium. 


The objective of the proposed consortium is of 
course to increase the over-all exports of Indian and 
Ceylon teas in all its forms and, in particular, to 
increase the convertible currency earnings from them 
so as to ensure a fair and equitable return to the 
tea growers of both India and Ceylon. 


With a view to attaining these objective, the 
consortium is to engage in the following activities: 


(a) to market both loose and packaged teas in 
all forms (either pure Indian or pure Ceylon 
or blends of these two) outside India and 
Ceylon and to enter into trading operations 
in tea for this purpose; 


(b) to establish blending and packaging units 
in foreign countries and, wherever necessary, 
in collaboration with their nationals; 


(c) to promote sales of packaged teas and 


(d) to carry out market surveys and research 
in product development. 


It was decided to set up a working group to 
finalize the memorandum and articles of association 
of the Consortium and to define objectives, functions, 
financial and administrative structure and scope of 
operations. The following guidelines were suggested 
for the Working Group: 


(a) the Consortium would consist of firms or 
organizations operating in each country; 


(b) the Board of Directors of the Consortium 
should be nationals of either country; 


(c) provision should be made for the appoint- 
ment of a Government representative from 
each Government on the Board and 


(d) the Chairman and the Vice-Chairman of the 
Board should be elected annually in rotation 
from India and Ceylon. 


The Consortium is to receive fiscal, financial and 
legal support from the two Governments, including, if 
necessary, equity participation. It was recognized 
that, for their international operations, it may be 
necessary for the two Governments: 
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(a) to underwrite any losses in the initial stages; 
(b) to grant tax incentives; 


(c) to give financial assistance for promotional 
activities and 


(d) to provide the necessary foreign exchange 
facilities and credit facilities from financial 
institutions and banks. 


The Consortium is to become a commercially 
viable unit in the shortest possible time and special 
tax and fiscal concessions should, therefore, be limited 
to a period of five years from the date of commence- 
ment of its business. These concessions would how- 
ever be subject to periodic review by the two Govern- 
ments. 


The Consortium has not yet come into operation. 
The understanding which has been reached between 
the two countries has, however, helped them already 
to take a common stand on world market prices of 
tea. The ground for wider co-operation between India 
and Ceylon has thus been prepared. 


Other country groupings 


The only fully fledged free-trade area in the 
ECAFE region is that brought into being in January 
1966 by Australia and New Zealand. Items running 
into hundreds have been included in the schedule of 
goods on which duties are to be reduced. In view 
of the very close trade interdependence of New 
Zealand and Australia, the close cultural ties between 
the two, and their geographical nearness, there should 
be mutual advantages in close economic collaboration 
between the two. The lessons that developing coun- 
tries can derive from this particular experiment, how- 
ever, are not many because these two countries are 
too special a case and too different from the remainder 
of the region. 


Indonesia-Pakistan Economic and Cultural Co- 
operation (IPECC) has an organizational structure 
similar to that of certain RCD organizations called 
the Joint-Purpose Enterprises. The IPECC Committee 
on Industry is authorized to set up sub-committees for 
dealing with individual projects or other matters of 
substance. The reports of the Sub-Committees are 
considered in the first instance by the Committee on 
Industry. The reports of the Committee on Industry 
are considered by the Regional Planning Council 
whose recommendations are subject to approval by the 
Ministerial Council, as in the case of RCD projects. 


The IPECC Economic Council has designated 
several industries as suitable for joint ventures: jute; 
fish catching and processing; rubber-processing; metal- 
processing; the building of small ships and river- 
craft; and coconut oil. Not much progress in 
implementation has yet been reported. 
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The Asian and Pacific Council (ASPAC) has 
nine members, namely Australia, China (Taiwan), 
Japan, the Republic of Korea, Malaysia, New Zealand, 
Thailand and the Republic of Viet-Nam. This differs 
from the other country groupings mentioned earlier 
in that it is not confined to developed countries or to 
developing countries. The basis for the grouping 
appears to be, primarily, a similarity of outlook on 
political matters, because the Pacific is too vast an 
area to allow for a grouping of, for instance, Taiwan 
and New Zealand to be described as based on 
geographical considerations. The Council does not 
appear to have taken many concrete steps in any 
specific direction yet. 


Mention may also be made of the bilateral agree- 
ment reached by the Republic of China and the 
Republic of Korea which covers the construction of 
two petro-chemical plants to supply the needs of both 
countries. The agreement involves a market sharing 
device, with the Republic of Korea supplying capro- 
lactum and importing DMT from Taiwan. 


Asian Coconut Community 


The latest development in regional co-operation 
has been the agreement to establish the Asian Coconut 
Community. While the Asian Coconut Community 
will be concerned with all aspects of development of 
the coconut industry as a whole; development of 
better strains by selective breeding, agronomic 
research, trade, both domestic and foreign, and pro- 
cessing of coconut and other products of the coconut 
palm, it is the last aspect that falls mostly within the 
purview of the Council. Article 3(2) of the Agree- 
ment establishing the Community described the need 
in this area as follows: 
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In the area of the processing industries, (the 
Community shall) study and seek ways and means 
of improving the efficiency and diversification of 
those industries so as to maximize the utilization 
of their industrial potential. 


The Agreement also expresses the wish that the 
Community undertake research into all aspects of the 
industry, seeking the help of national and international 
organizations, and assist member States to intensify 
their own research activities by mobilizing both 
internal and external resources and technical assistance 
and by promoting the co-ordination of the research 
activities of member States. It also suggests that 
training programmes should be evolved for the training 
of appropriate personnel to meet the varying needs of 
the coconut industry. 


Asian Development Bank 


One of the major achievements of regional co- 
operation efforts has been the establishment of the 
Asian Development Bank, which was first proposed by 
the First Ministerial Conference on Asian Economic 
Co-operation in 1963. ‘The charter of the Bank was 
approved by the Second Ministerial Conference in 
1965. The inaugural meeting of the Board of 
Governors was held in 1966, with an initial member- 
ship of thirty-one countries, of which nineteen were 
from the ECAFE region and twelve from outside. 
The authorized capital was set at US#1,100 million, 
of which $965 million was subscribed by the member 
countries ($615 million by those in the region and 
$350 million by those outside). The Bank will grant 
loans for any feasible development project, but projects 
which have regional implications will enjoy priority 
over national projects. In addition, there is provision 
for the creation of a trust fund for granting soft loans. 
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Chapter VII 


THE NEXT STEPS 


The countries of the ECAFE region are poised 
for far-reaching moves in the field of intra-regional 
trading. A decade of continuous discussions and 
exchanges of opinion between experts and representa- 
tives of governments has clarified the issues and 
specified the allernatives and the means. The emphasis 
on greater urgency has been apparent during the past 
three years. It can be expected that major proposals 
will be evolved in the course of 1970.1 These initia- 
tives will have to be continued until the major 
decisions are taken and substantive schemes are 
launched. 


The issue of unequal development 


One reason why the developing countries have 
been more energetic in obtaining concessions from 
the developed world than in coming to arrangements 
among themselves is the fear that preferential arrange- 
ments or integration among any arbitrary group of 
developing countries might perhaps distribute benefits 
unequally among the different member countries; it 
might, in some cases, perhaps benefit some countries 
only by inflicting losses on others. In the discussion 
of arrangements between country groups, mention is 
inevitably made of the problems which arise from the 
unequal developments of the group members and 
suggestions are made for escape clauses and special 
provisions. The variations among the patterns and 
degrees of development among the developing countries 
of the ECAFE region are, however, so great that any 
arrangement embracing all the countries might need 
more escape clauses than positive clauses if it were 
to be fair to all parties. Any arrangement that may 
be contemplated might gain in efficiency if the 
existence of these divergences were acknowledged and 
the problem looked at, not from the negative angle 
of exceptions and escape clauses, but from the positive 
angle of a general principle and special provisions. 
It may thus have to be considered whether the 
principle of special attention to less developed countries 
that is the foundation stone of the UNCTAD should 
not be extended from relations between developed and 
developing countries, as now defined, to relations 
between the relatively more developed and _ the 
relatively less developed among the developing 


1 The National Units and the ECAFE secretariat are already study= 
ing concrete ideas for formulation of definite proposals in accordance 
with the Resolution on Strategy for Integrated Regional Co-operation 
(Third Ministerial Conference of Asian Economic Co-operation, 
December 1968) and as measures for adoption towards implementa- 
tion of the growth targets of the Second Development Decade (E/ 
CN.11/Trade/L.153), 


countries, The question would of course arise, of 
how to classify developing countries according to 
their levels and patterns of development. The problem 
is no doubt difficult, at the conceptual level as well 
as at the level of inter-government relations, but work: 
ing solutions can be found on criteria. 


In this connexion, the following extracts from the 
Working Group report of 1963* is of interest. 


This might be done by making special provision 
for the least developed countries, which would be 
most susceptible, by allowing them to adopt a 
slower rate of trade liberalization. Another way 
to deal with the problem would be to attempt 
to correct the imbalance once it was seen to be 
developing. Countries which were tending to 
generate excessive surpluses could speed up the 
relaxation of their restrictions on trade with the 
countries [which were] tending to incur deficits. 
Deficit countries could be permitted temporarily 
to cease the removal of their quantitative restric- 
tions, or even to reimpose them. These 
“reciprocity” and “escape” arrangements, as they 
are called in the LAFTA agreement, would be a 
satisfactory way of preventing the unbalanced 
growth of intra-regional trade... 


Tt must now be added, however, that a smooth fune- 
tioning of the “escape” arrangements is not among 
the most successful achievements in Latin America, 


The issue of grouping countries 


By definition, sub-regions contain smaller num- 
bers of countries than the regicn as a whole and 
may thus be more manageable groupings. A  sub- 
region might also mean countries with historical and 
cultural links. [If the main difficulty of the ECAFE 
region lies in the unevenness of the countries in 
respect of their degree of development, however, 
the search ought to be for sub-groups of countries 
that are homegeneous from that particular point of 
view, irrespective of whether they are geographically 
contiguous or not, Historical and cultural links can 
as often lead to close ties as other factors. Geographi- 
cal contiguity may not necessarily mean lower 
transport costs, as the existing transport network 
of the region does not take much account of the 
contiguity factor, being frequently based on the 


2“Measures for Economic Co-operation’, in ROAPE, Regional 
Economie Co-operation in Asia and the Far East (&/ON,/11/641). 
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linkages of countries with the previous metropolitan 
market centres in the West. By ensuring that 
countries which enter into co-operative arrangements 
on a group basis be such that none of them. starts 
with a serious advantage or handicap. relative to 
others, it might be possible to avoid cumbrous special 
provisions and escape clauses which could militate 
against the very purpose for which the arrangement 
was brought about, It may thus have to be examined 
whether the formula should not be “regional sub- 
groups of countries” rather than “sub-regional groups 
of countries,” 


Whether sub-regional groups of countries or 
regional sub-groups of countries are being formed, 
interests of countries outside the group should not 
be ignored. The possibility that they might be ignored 
would be greater if the sub-groups were to establish 
customs unions but less if free trade areas were formed. 
If comprehensive arrangements of either type are being 
considered by the groups it should in any case be 
easier to agree on a free-trade area since this minimizes 
the danger to members of a deterioration of their 
terms of trade as a result of imports being diverted 
to high-cost sources within the group. 


The issue of plan harmonization as a pre-condition 
for trade liberalization 


The potential conflict between planned develop- 
ment and trade liberalization without preceding plan 
harmonization can be avoided if it is accepted that 
the two approaches of influencing market forces (trade 
expansion through plan harmonization) and giving 
them fuller play (trade liberalization) will not be 
competing alternatives for the same industries at the 
same time. Economic activities in a certain real 
economic context can be divided into two groups. 
In one, levels and patterns of production can change 
swiftly and easily in response to change in the prices. 
These are industries characterized by low capital: 
output ratios, short gestation lags and absence of any 
marked indivisibilities calling for large investments 
for any increase of capacity. There are others char- 
acterized by high capital-output ratios, long gestation 
periods and indivisibilities, which require large 
investments for any addition to capacity, Not only 
the so-called heavy industries, but agriculture, forestry, 
plantations, transport, communication, etc., belong to 
the second category of industries, whereas a large 
number of manufacturing industries, loosely called 
light industries, and various service industries, belong 
to the first category. Development experience suggests 
that market prices by themselves are not enough to 
lead to the development of industries of the second 
category. Recognition of this fact has caused govern- 
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ments in all countries to intervene in economic affairs 
to various degrees, Given infrastructural facilities, it 
has often been found that the play of market forces can 
bring about a vigorous development of the industries 
of the first category, but it may not be found, in all 
cases, that market forces can by themselves bring about 
the formation of the infrastructural facilities. Those 
industries, as well as infrastructural facilities that do 
not spring up solely in response to domestic market 
forces, are not going to do so in response to the forces 
of any bigger markets made possible by mere trade 
liberalization, Vor these industries, the approach of 
plan harmonization seems unavoidable. The pattern 
of these activities in a given country is largely deter- 
mined by the government, but harmonization of the 
plans of different countries can result in large increases 
in efliciency through the selection of the most economic 
locations by preventing needless duplications, allowing 
plant of optimum size to be set up on the basis of 
guaranteed markets, and opening opportunities of 
specialization which are of crucial importance to 
developing countries which lack skilled workers and 
trained managers. 


Feasible courses of action to expand trade 


The three issues that have been described 
indicate the scope of the action that can be undertaken 
to promote intra:regional co-operation in trade. 
Within these limits, however, there lies a wide range 
of possible and realistic strategies. To illustrate the 
types of action that would be consistent with these 
conditions, one may consider a strategy consisting of 
several parts, each of which is realistic in the sense 
of having been adopted already in certain cases or 
of being under consideration in different countries. 
It is thus possible to show the compatibility between 
action on, firstly, the traditional exports of the ECAFE 
region, secondly, plan harmonization with trade 
provisions and, thirdly, trade liberalization. 


Firstly, traditional exports such as tea, spices, 
jute and coconut products, could become the subject 
of special trade agreements. The Indo-Ceylon tea 
agreement and the Asian Coconut Community are 
examples of work in this direction. 


Secondly, agreements on trade in certain products 
could be made part of agreements on the development 
of production in participating countries. Such partial 
plan harmonization, providing for the production of, 
and the trade in, certain commodities at different 
stages of production, could be envisaged for commodi- 
ties and industries such as; 
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Commodity Industry 


rubber tyres, tubes and other 


rubber products 
pulp paper 
veneers, plywood, wood timber products’ 
crude fertilizers, petroleum refining, 
manufactured fertilizers, 


crude petroleum petro-chemicals 


steel, non- 
ferrous metallurgy, 
light engineering, heavy 
machinery and trans- 
port equipment 


iron ore iron and 
non-ferrous 
metallic ores 


Thirdly, products other than these subject to 
special trading agreements or partial plan harmoniza- 
tion could become the subject of a code or treaty of 
trade liberalization for acceptance by all the countries 
of the region. In the design of such a régime, it 
would be perfectly possible to take account of the 
uneven state of development of the participating 
countries and to avoid the consequences of arbitrary 
definitions of regions. 


A régime of residual trade liberalization might 
thus be based on the search for giving preference to 
goods originating within the region over goods 
originating in any developed country outside the 
region, Such special arrangements could be extended, 
by way of inducement for a limited period, to develop- 
ing countries which were not signatories of the code 
or the treaty, whether or not they belonged to the 


ECAFE region. 


The objective of such a_ selective preferential 
treatment should be realized by a combination of 
general and conditional provisions. 


The signatory countries could thus declare a 
moratorium on the imposition of tariffs and quantita- 
tive restrictions on any products. They could further 
agree to extend to all regional partners the preferences 
which they were already extending to partners outside 
the region. 


The inclusion of the developed countries of the 
region in the regime could take, in the first instance, 
a form familiar from recent Australian practice: each 
developed country could offer a list of products on 
which it would proceed to remove all quantitative 
restrictions without requiring reciprocal concessions, 


Differences in the state of development within the 
group of developing countries could be taken care 
of by the offer of non-reciprocal preferences to 
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countries in the weakest position. While all member 
countries, developing or developed, might thus remove 
all restrictions on imports from these sensitive 
countries, each of the latter might be permitted to 
protect certain industries by the use of quantitative 
restrictions and tariffs. Further help could be given 
by all signatory countries in the form of government 
purchases of certain quotas of specified items from 
each of the sensitive countries. 


If the principal of non-reciprocal preferences 
were accepted it should not be difficult to reach agree- 
ment on the industries that were to be protected by 
the developing countries: against developed member 
countries, or the industries which members in the 
least favoured position would be allowed to protect 
against the rest. The removal of trade restrictions 
among the general run of developing countries would 
be more complicated. A technique that might be 
found promising would be the exchange of request lists 
and offer lists, specifying items for which import 
liberalization would be offered or requested, followed 
by the assessment of offers and bilateral negotiations. 
The value to the recipient of formally similar con- 
cessions on different items would vary greatly, accord- 
ing to the domestic component of production cost 
and the expected additional sales; and there would 
also be great variations in the cost to the giver of 
similar concessions on different items, according to 
the volume of sales and the size of domestic produc- 
tion, if any. These differences would obviously be 
reflected in the list of offers and requests, and in the 
subsequent balancing negotiations. The technique 
could help directly in sorting out certain classes of 
cases. It might thus be possible to think in terms 
of exchanges of three lists: (1) products on which 
concessions are requested from partners without the 
offer of reciprocity; (2) products on which concessions 
are offered to partners without demanding reciprocity 
and (3) products on which concessions are simul- 
taneously offered and requested. This procedure 
might bring into the negotiations an item which the 
producer feels he would be able to sell in a partner 
country (e.g. a particular type of textiles) without, 
however, being able to withstand in his home market 
the partner’s reciprocal competition in the sale of 
substitutes (e.g. textiles in general). Ultimately, of 
course, discriminatory trade liberalization would 
depend on the availability of a sufficiently large 
number of competitive items to assure the desired 
balance of gains. 


Financial arrangements 


Conditions seem to be ripe for arrangements to 
take care of the financial aspects of more intense 
intra-regional trade. A clearing arrangement, for 
instance, is likely to offer benefits to all and losses to 
none. It would indeed be difficult to launch any broad 
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programme of trade liberalization without having the 
facility of at least a Clearing House; if a Payments 
Union could be established, benefits would be larger. 
The various aspects of the matter having been 
throughly discussed at the expert level, some kind of 
clearing arrangement, providing in the first instance 
for no more than one month’s credit, could in practice 
be set up as soon as trade liberalization entered into 
effect. 


Regional trade operational arrangements 


A specific step that can be implemented 
immediately, and which can give results even in the 
very short run, is the setting up of operational regional 
trade arrangements. These arrangements might 
visualize each of the governments of the regional 
countries establishing a co-operative operations centre 
at one central place. The centre for any country 
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would be fully furnished with the latest information 
pertaining to commodities which the countries export 
and import. The centre would receive quotations from 
domestic exporters and offers from domestic importers 
as a matter of routine and it should have the facility 
of telex communication with the relevant business 
houses and organizations. It should also be in 
possession of all commercial intelligence regarding 
tariffs and other restrictions and all the conditions 
attending upon trade with the country it represents. 
In short, the centre should be such as to arrange for 
a continuing search for matching demand and supply 
possibilities among the countries. Ideas for bilateral 
and multilateral agreement would also emerge on the 
spot, in the light of the demand and supply patterns 
and the conditions attending upon them. The centre 
could also be entrusted to act as intermediary for 
settling actual trade deals. 
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Chapter | 
THE ASIA OF 1969 


Nineteen sixty nine — penultimate year of the 
First Development Decade—was a year of mixed 
fortunes for the countries of Asia. In terms of the 
performance of national economies, output growth 
continued encouragingly for a second year: most 
countries in the region achieved rates of growth in 
national output greater than the target for the First 
Development Decade. 


Beset by social and economic uncertainties and 
constrained by the slow-down in assistance receipts, 
both India and Pakistan faced difficulties. However, 
in Pakistan, a further step forward was taken towards 
increasing per capital incomes and in laying the 
foundation for significant advances in social welfare 
in the next Plan. In the case of India 1969 was a 
good year with an estimated growth rate of some 
5 per cent in net domestic product although industry 
has not yet completely emerged from the recession. 


Indonesia, one of the larger economies in the 
region, continued to achieve significant improvement. 
It is apparent that the runaway inflation has been 
brought under control. Given the understanding 
support of the major providers of assistance, there 
is reason to look forward to the emergence of a 
rapidly developing Indonesian economy during the 
course of the Second Development Decade. 


Exports increased very satisfactorily in most 
countries. Only Burma, Cambodia and Ceylon, and 
perhaps Pakistan and India, may have fallen behind 
their 1968 performance. In such cases, however, the 
difference was marginal. Generally, the boom in 
exports was large in absolute volume; better prices 
for many of the primary products exported from the 
region helped to increase receipts. One of the most 
encouraging signs has been the continued increase in 
the exports of non-traditional (largely manufactured) 
goods from countries of the region. 


Domestic economic conditions, however, were not 
so satisfactory, in spite of the statistical assurances 
of higher growth. Where reserves were small, un- 
certainties in the receipt of foreign assistance and 
fluctuating export proceeds often led to the undue 
restriction of imports. In some cases, too, the single- 
minded pursuit of stabilization cast a shadow of 
depression over the economy and constrained imports. 
Often, imports of the very products needed to build 
further productive capacity in the economy fell. The 
inadequacy of imports also inhibited the utilization 


of existing capacity. Although the situation is re- 
mediable to the extent that the stagnation of imports 
inhibited the creation of new capacity, valuable time 
has been lost. 


Table II-1-1. Developing ECAFE countries: 
Annual growth rates of gross product 


(percentages) 
China 
Afghanistan Burma Cambodia Ceylon (Taiwan) 
1960-1967 11S) Ph 45 3.8 10.0 
1968 Shep) 8.2 10.3 
1969 7.0 8.3 
Korea 
India Indonesia Iran (Rep. of) Malaysia 
1960-1967 3.2 2.0 TD 7.8 5a 
1968 1.8 6.6 10.1 133 
1969 By) 15.5 
The 
Nepal Pakistan Philippines Thailand 
1960-1967 22 Def. 5.7 Zig! 
1968 6.6 5.2 6.4 6.5 
1969 6.3 7.9 


Sources: United Nations, Yearbook of National Accounts Sta- 
tistics, 1968, 
United Nations, Statistical Yearbook for Asia and the 
Far East, 1968. National publications. 


Notes: Afghanistan: 1961/62-1967/68 GDP at 1965/66 

market prices. 

Burma: GDP at 1962 market prices. 

Cambodia: 1960-1963 GDP at 1963 market prices. 

Ceylon: 1960-1967, 1968 GDP at 1959 factor cost; 
1969 preliminary. 

China (Taiwan): GNP at 1964 market prices; 1969 
preliminary. 

India: NNP at 1960/61 factor cost; 1968 preliminary; 
1969 February 1970 Budget Speech. 

Indonesia: GDP at 1960 market prices. 

Iran: GDP at 1959 factor cost. 

Korea, Rep. of: GNP at 1965 market prices; 1969 
preliminary. 

Malaysia: GDP at 1964 market prices. 

Nepal: 1964/65-1967/68 GDP at 1964/65 market 
prices. 

Pakistan: 1960-1967 GDP at 1959/60 factor cost; 1968 
GNP at 1959/60 factor cost. 

Philippines: GNP at 1955 market prices; 1969 pre- 
liminary. 

Thailand: GDP at 1962 market prices; 1968, 1969 at 
1965 market prices, preliminary. 

Calendar-year basis except as follows: 

Afghanistan and Iran: year beginning 21 March, 

India: year beginning 1 April, 

Pakistan: year beginning 1 July, 

Nepal: year ending 15 July, and 

Burma: year ending 30 September. 
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Table II-1-2. Developing ECAFE countries: 
Total net official flows, 1965-1968 


(in million US dollars) 


Afghanistan 
Ceylon 

China (Taiwan) 
India 

Indonesia 
Korea, Rep. of 
Laos 

Malaysia 
Pakistan 
Philippines 
Thailand 
Viet-Nam, Rep. of 
Unspecified 


Overall total 


Official flows to Asia 
as percentage of 


total 
Official flows to 


India and Pakis- 
tan as percentage 
of flows to Asia 


Source: O.E.C.D. 


1965 1966 1967 
53.9 51.2 39.7 
ley 31.5 46.2 
67.5 60.8 85.6 
U2867 1,225.80 35453 
42.9 81.5 248.5 
2204, 9209.27 261-5 
68.2 68.5 73.6 
34.4 Ae 39.9 
D232 LO oS aee 
109.0 CYA See 6 
46.8 53.6 60.9 
315.7 508.7 448.4 
22.1 24.6 20.1 
2,859.3 2,903.9 _ 3,414.3 
6,646.9 6,861.4 7,267.1 
43.0 42.3 47.0 
63.3 56.4 55.0 


as percentage 


1968 


27.9 
44.6 
65.7 
OO5uL 
291.0 
287.2 
60.5 
59.8 
4917 
104.5 
70.3 
445.1 
Baez, 


3,043.6 


7,080.4 


43.0 


48.8 


Official 
average aid 
(1966-1968) 


of imports 
of goods 
and services 
(1967) 


71.6 
11.3 
8.0 
43.8 
25.5 
23.7 
217.8 
4.0 
35.9 
7.1 
5.8 
54.3 


Table II-1-3. Developing ECAFE countries: 


Export performance 


(in million US dollars) 


Highest export 


Country value recorded 

from 1960 to 1969 
Afghanistan 73 (1968) 
Burma 271 (1963) 
Cambodia 105 (1965) 
Ceylon 409 (1965) 


China (Taiwan) 
India 

Indonesia 

Tran 

Korea, Republic of 
Laos 

Malaysia 

Nepal 

Pakistan 
Philippines 
Thailand 


Sources: 
sources, 


Notes: 


1,087 (1969) 
1,829 (1969)4 
1,015 (1969) 
2,040 (1969)* 
703 (1969) 
3.3 (1968) 
1,635 (1969) 
30 (1969)" 
720 (1968) 
852 (1969)f 
709 (1969) 


*6 months at annual rate. 


> 3 months at annual rate. 
“Tt is estimated that export receipts for the year 1969 
fell to a 15 year low. 
411 months at annual rate. 
©9 months at annual rate. 
£10 months at annual rate, 


1967 


66 
123 
83 
348 
641 
1,613 
770 
1,930 
320 
2 
1,217 
22 
645 
821 
685 


1968 


73 
111 
89 
342 
802 
1,753 
876 
1,879 
455 

3 
1,343 
29 
720 
848 
658 


1969 


108* 
64° 
315° 
1,087 
1,829% 
1,015 
2,040* 
703 


1,635 
308 
656° 

852 

709 


IME, International Financial Statistics and national 


A redeeming feature was that the smaller import 
bill, coupled with increased export receipts, enabled 
India, Malaysia and Pakistan to add to their external 
assets. Significant additions to external assets were 
made by China (Taiwan) and the Republic of Korea 
but, even at higher levels of trade, Burma, Ceylon 
and the Philippines continued to lose reserves, and 
Thailand, for the first time in a decade of uninter- 
rupted accretion, drew on its accumulated reserves 
as a consequence of the continuance of the import 
boom at a ‘time when exports were flagging and 
invisible earnings were fading away. 


With the relatively comfortable external asset 
position, recourse to the IMF was limited during the 
year; net repayments were made by Ceylon, India 
and Indonesia. 


The flow of external assistance gave cause for 
concern. Compounding the generally declining flow 
of assistance to the larger economies, the uncertainties 
of the flow increased the difficulties of planning for 
development. The stagnation of net official flows of 
foreign assistance which became evident during 1968 
appears to have continued during 1969, 


The impact was essentially on India and 
Pakistan. For well over a decade, these two large 
economies have been the recipients of a large pro- 
portion of the foreign assistance made available to 
Asia, although not in per capita terms. Total flows 
of foreign assistance to Asia appear to be diminishing, 
and this seems to be mainly a reflection of the fall 
in assistance flows to India and Pakistan. Indonesia 
and the smaller Asian economies have received 
assistance flows at increasing levels, permitting signi- 
ficant improvement in their economies. Some pre- 
ferential treatment for them is due to many factors. 
Strategically-timed assistance on a massive scale is 
increasingly being recognized as desirable for many 
developing economies. 


World flows of foreign assistant were unmis- 
takably in the doldrums. Balance of payments 
problems in some donor countries were at best a 
partial excuse. The effect of the assistance program- 
me on the balance of payments is not unmanageable 
for the donors,'! and should be seen from the broader 
viewpoint of the benefits of such assistance both to 
the recipients and to the donors. The decade of 
foreign assistance that has elapsed, though historically 
a brief period, appears to have induced a climate of 
doubt concerning foreign assistance, resulting from 
the increasingly articulate demands of the under- 
privileged in some major donor countries and the 
burden of large-scale military expenditures. 


During 1969, the world monetary situation 
remained in a state of uneasy calm. Occasional 
frenetic activity seemed to threaten the very founda- 
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Table 1-1-4, Developing ECAFE countries: 
International liquidity 


(in million US dollars) 


Seprember 


1965 1966 1067 1968 1969 
Burma 181 184 155 152 138 
(38.1) (60,6) (65.0) (70.6) (92.0) 
Ceylon 73 43 55 5] 39 
(12.3) (5.3) (8.0) (7,3) ~—«(3.4) 
China (Taiwan) 300 337 416 381 461 
(28.1) (28.2) (26.8) (31.9) (21.8) 
India 599 608 662 682 890 
LOZ) U2) C123) CLT) 0227) 
Korea, Rep, of 146 245 356 409 529 
(16.4) (17,8) (18.6) (14.5) (15.3) 
Malaysia 449 470) 457 515 664 
(21,3) 22:1) “21,9)" (23:31) (3:9) 
Pakistan 221 200 161 252 324 
(11,0) (11.6) (7.6) (13.2) (16.1) 
Philippines 192 104 180 161 129 
(11.2) (10.5) (8.0) (6,5) (5.3) 
Thailand 739 924 1,009 1,021 999 


(52.2) (544) (49.5) (44.7) (43.0) 


Source: IMP, International Financial Statisties, 
Note: Figures in brackets refer to volume of international 
liquidity in terms of weeks of current imports, 


tions of the existing system, but the structure has 
survived, Increased co-operation between monetary 
authorities has helped stem the onslaughts on the 
system without removing the basic reasons for the 
occurrence of the strains. 


The strain in the foreign exchange markets was 
without doubt the result of past shortcomings in the 
policies of economic adjustment in the national 
economies concerned. However, the attempt to attack 
the inflationary tendencies in the United States by 
restrictive monetary measures caused interest rates to 
rise to unprecedented levels in all the major money 
markets of the world, 


The continued lack of adequate and effective 
adjustment in the major money markets of the United 
States and the United Kingdom continues to engender 
a state of flux. A state of continued stringency exists 
in the major money markets with no assurance that 
the speculation which forced the devaluation of the 
French france may not be repeated elsewhere, Belated 
adjustments in some of the convertible currencies have 
bought time but no assurance that the speculative 
tendencies have been curbed. 


The turmoil on the international monetary front 
had some effect on the developing countries of Asia. 
Higher interest rates in world money markets often 
induced increases in national rates of interest, More 


1“As important as the benefits provided directly to U.S, firms by 
ALD, financed activities is the fact that the 4.1.D, programme now 
has a positive direct impact on the U.S, balance of payments.... In 
FY 1970 we estimate that the programme will result in a net inflow 
of $197 million.” Agency for International Development, Program- 
me Presentation to the Congress, Foreign Assistance Act of 1969, 
Proposed FY 1970 Programme, p, A-10 (emphasis in original), 


93 


than that, the cost of foreign borrowing increased 
and the stringent monetary conditions in the developed 
economies made the increase in assistance flows more 
difficult, 

The introduction of the Special Drawing) Rights 
Facility in the IMF was an important and striking 
development in the international monetary sphere. 
It remains to be seen whether the amount allocated 
to this region will be adequate. A further feature 
of interest to developing economies was the provision 
for IMF drawings for the purpose of financing buffer 
stocks under commodity arrangements, 


The agricultural breakthrough continued in most 
countries of Asia, The initial promise of the “Green 
Revolution” was not found wanting. Food produc- 
tion remained ahead of population growth in most 
countries and was reflected also in reduced imports 
of foodgrains. In India, and perhaps in some other 
countries, the process at present appears to have 
fulfilled expectations more in the production of wheat 
than in other crops, which have not yet risen to the 
extent required by the growth targets. 


The “Green Revolution” has begun to have 
adverse effects on the main rice exporters of Asia. 
Problems of marketing a large surplus during 1970 
are already causing anxiety in Thailand. It is not 
yet altogether clear whether the problem may at least 
partly stem from the price expectations of exporters. 
The export price of rice cannot possibly remain at 
the high levels of 1966 and 1967. In addition, 
alternatives to export taxes on rice need to be found 
as source of government revenue.” It is to be hoped 
that the search for an agreement on rice will help to 
stabilize the situation with fairness to both exporters 
and importers. 


In many countries the “Green Revolution” 
appears to have outstripped the development of 
industrial capacity to provide the inputs required by 
the new technology. The immediate effect has been 
to increase the import bill; on the other hand, there is 
no doubt that the import saving achieved by reduced 
imports of wheat, rice and some other food com- 
modities has been substantial. Where imports were 
being paid for out of free foreign exchange, the 
import saving has been immediate and considerable. 


2 The export price of rice from Thailand reached a maximum of 
3,534 baht per metric ton in 1968, This was 51,2 per cent higher 
than the average for the period 1963-1965, In 1969, export price fell 
to 3,100 baht per metric ton, 32.6 per cent higher than the average 
for 1963-1965, 

The immediate impact of the fall in the rice export need not 
necessarily be on the producer. Export taxes on rice remain heavy. 
In Thailand, even the reduced rice export premium, which came into 
effect in December 1969, imposes a 37 per cent levy on rice 
(unbroken) and 42 per cent on rice (5 per cent broken). With the 
continuing change in the structure of the economy and the decrease in 
the revenue importance of the rice premium, there is added reason to 
use the rice premium more flexibly, In Burma, the margin accruing 
from the export of rice is shown mainly as profits in the operations of 
the Agricultural Marketing Board, 
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However, where food imports are available under 
concessionary assistance terms, the policy issues in 
achieving self-sufficiency become somewhat different. 
This is not to suggest that the policy of import- 
substitution in essential food is wrong; rather it is 
to suggest that, under specific circumstances, the 
order of priority in development might well be 
reconsidered. Unless there are pressing political and 
social reasons, priority might well be given to the 
building of an industrial base for the supply of inputs 
into agriculture. Import-substitute inputs (equipment, 
fertilizer and other agricultural chemicals) would then 
be available for the development of both food and 
non-food agriculture. 


Problems of resource mobilization from the in- 
creasing incomes in the agricultural sector will require 
the exercise of political and administrative ingenuity 
in most countries in Asia. Where the increased 
agricultural production seeks export markets, the 
problem is easily handled through export taxes and 
the like, provided that such taxation does not price 
the commodity out of world markets. Where agricul- 
tural production is mainly for domestic consumption, 
a general increase in the use of measures of indirect 
taxation may be expected. A policy of subsidizing 
agricultural inputs may be more appropriate than 
the provision of incentives to producers through 
higher final prices. With increased availability of 
basic foodstuffs, a decline in their prices permits an 
increase in the real incomes of the mass of consumers. 


Problems of domestic resource mobilization are 
likely to become more complex, given the need for 
resource mobilization from the growing agricultural 
sector. In some countries of Asia today, this problem 
has been eased by the budgetary support provided 
by counterpart funds arising from commodity assis- 
tance. In the event such assistance is phased out, 
entire systems of taxation and the efficacy of the 
existing machinery of tax administration may well be 
subjected to a critical re-appraisal. 


A reduction in the trade in food (particularly 
rice) would also imply a smaller volume of intra- 
regional trade unless trade in non-traditional com- 
modities can be developed. Further progress in the 
expansion of intra-regional trade requires a general 
opening of markets and not one confined to particular 
categories of goods of interest only to a few countries. 
Even the granting of selective and reciprocal tariff 
or other concessions to intra-regional exporters would 
necessarily have to include a wide range of consumer 
articles of interest to countries which do not have a 
heavy industrial base. 


With the slackening of assistance flows, an export 
orientation in development policy becomes a crucial 
necessity to continued development. An export pro- 
gramme, particularly in manufactures, has yet to 


emerge in many countries; the effort thus far has 
been to extend the process of import-substitution into 
exports. Despite the persistence of the barriers erect- 
ed by the developed economies, some developing 
countries have clearly shown that satisfactory increases 
in exports can be achieved. If these achievements 
are to be sustained, a reorientation of the trade, aid 
and production policies of the international com- 
munity will be required. 


The move towards a greater share of manufac- 
tured products in exports will necessitate greater 
attention to domestic economic conditions in the 
future. Most often, the semi-isolation of the planta- 
tion sector insulated export prices from the effect of 
all but large increases in domestic prices. With 
industrial products, competitiveness in price is critical 
and, because the manufacturing sector is closely 
integrated with the rest of the economy, domestic 
economic conditions will have much more direct effect 
on export prices; under these circumstances, the 
effects of devaluation will at best be only temporary. 


Such circumstances place a premium on the 
careful management of the economy and the avoidance 
of inflationary increases in costs; costs and prices 
depend largely on the skill with which resources are 
mobilized and used. A more open economy appears 
likely to follow success in exporting manufactured 
goods, 


Policies of liberalization have, however, not been 
easy to implement. Stabilization programmes have 
often required freedom from the adminstrative con- 
trols which were blamed for having distorted prices 
and warped resource allocation. Most often, attempts 
at liberalization have become possible only with the 
availability of increased foreign resources for imports. 


Internal regional disparities in development have 
raised difficulties. Problems of concentration of 
wealth and economic power have emerged in some 
countries. It is becoming increasingly apparent that 
the single-minded pursuit of economic development, 
to the detriment of social objectives, requires sub- 
stantial modification. 


The Second Development Decade opens with un- 
certainty. By the mid 1970s the “Green Revolution” 
will have gone beyond national markets in the search 
for export markets. To what extent agricultural 
development can be flexibly planned to satisfy national 
wants, and yet avoid embarrassing surpluses, remains 
to be seen. 


On the other hand, surpluses might well be a 
temporary feature of a process in which output has 
an upper limit, given the technology, while consump- 
tion climbs inexorably upwards. If so, a decision 
to limit production for fear of a surplus would do 
irreparable damage for decades to come. 
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Patterns of trade are changing; given freer 
conditions of world trade, most developing countries 
in Asia should be able to participate more fully in 
the trade of the world community, Intra-regional 
trade is likely to continue to decline before it recovers, 
Progress in this sphere has been less than satisfactory 
during the 1960s, and it is to be hoped that the next 
decade will bring more purposeful efforts and better 
results, 


The uncertainties of Viet-Nam cloud the entire 
picture. Disengagement from Viet-Nam is a stated 
aim of United States policy and may perhaps lead 
to a reduction in expenditure and procurement from 
a number of other countries in Asia, Apart from the 
effects of such a move on the economics of the defence 
of southeast Asian countries, the economic impact of 
the reduction in United States military spending will 
be undeniably severe in certain economies, Whether 
greater assistance flows will be substituted is uncertain, 


The end of the conflict in VietNam will likely 
be followed by large-scale efforts for the reconstruc: 
tion of that ravaged country, Participation of other 
Asian countries in this reconstruction will permit a 
wider sharing of the stimulus of increased economic 
activity. Aid from the developed world for the 
reconstruction of VietNam should be planned in 
conjunction with development assistance to the Asian 
participants in the joint effort, There is more reason 
now than ever before to link the post-VietNam era 
and the Second Development Decade in a massive 
programme of reconstruction and development in Agia 
as a whole, The stage of development reached by 
most Asian countries is such that the extra effort in 
assistance, required at a strategic point of time to 
push them over the threshold to self-sustained 
development, is comparatively small and certainly 
well within the capacity of the developed economies 
to achieve, 


The economic and social problems confronting 
the developing countries of the ECAFE region remain 
enormous, Continued rapid population growth de- 
mands serious attention in nearly every country in 
the region, Rapid urbanization has sharpened the 
contrast of great wealth amidst urban squalor; rural 
backwardness also continues to reflect the extreme 
inequalities of income distribution. In essence the 
broad problem facing the ECAFE countries in the 
coming decade is the achievement of an adequate rate 
of economic growth and at the same time ensuring 
that the benefits of that growth are widely diffused. 
Some of the important policy problems are common 
to the majority of the developing ECAFE countries; 
others are highlighted in the experiences of only a 
few. Several major policy issues are discussed in 
the sections which follow, 
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Trade and aid, YWaced with the need to mobilize 
capital and to obtain sufficient foreien exchange in 
order to pay for the import of essential capital and 
intermediate goods, most countries depend on their 
ability to achieve an adequate expansion of their 
exports as well as upon their ability to attract and 
properly utilize foreign investment and foreign aid. 


Although import substitution supported by im- 
port-licensing, tariff and non-tariff restrictions will 
continue, it is probable that the old assurance that 
this is the best way to achieve balance of payments 
stability and industrialization will increasingly be 
questioned, Often these policies have yielded negli- 
gible and perhaps even negative net savings of foreign 
exchange, because they have promoted industries 
which are themselves heavily dependent upon imported 
capital and intermediate goods and because they have 
retarded the growth of the export sector. Moreover, 
they have had seriously adverse effects on economic 
efficiency, 


The region as a whole has experienced a decline 
in foreign aid flows in real per capita terms and, 
especially towards the end of the 1960s, debt servicing 
and repayment have become more burdensome. While 
emphasizing that what is true of the whole is not 
true of all countries in the region, it is nevertheless 
almost certain that these problems will become still 
more serious in the decade of the 1970s, if inter- 
national efforts are not urgently initiated to cope 
with them, 


Many of the countries in the region have 
experienced declining world prices for their traditional 
exports, In some countries that are heavily dependent 
upon the export of a single crop (such as Ceylon), 
this problem has been particularly onerous. There 
is, moreover, little likelihood that the market forces 
of the 19708 will make for a better economic environ- 
ment for the majority of the traditional exports of 
the region. 


Finally, despite the internal structural and in- 
stitutional impediments to growth, all countries in 
the region have had their export prospects frustrated 
by the unwillingness of the developed countries to 
abandon the protection of their domestic agricultural 
and light-consumer goods industries. 


The likely continuation, and in some cases 
exacerbation, of these problems suggests that the 
developing countries of the region will need to make 
even greater efforts to promote economic efficiency 
and even greater sacrifices in self-help. In most cases 
a major problem is not merely to achieve a sustained 
expansion of exports but to do so by developing new 
exports, Export diversification is inhibited by in- 
flexibility in the structure of production; the develop- 
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ment of capacity to produce new exports will generally 
require specific incentives to encourage investment 
and channel it into export-oriented activities. 


The adoption of two basic strategies may be 
suggested. First, it is desirable to appraise carefully 
the policies adopted by such countries as China 
(Taiwan), the Republic of Korea and Pakistan, which 
have resulted in export expansion. By the use of 
incentives for foreign investors, export promotion 
schemes, multiple exchange rate systems and various 
monetary measures, these policies have provided sub- 
stantial incentives to non-traditional exports, mainly 
manufactures. The success of such policies invites 
the consideration by other countries of the possibility 
of their adoption. 


The use of multiple exchange rate mechanisms 
could be expanded. Ceylon, Indonesia and Pakistan 
are already using such systems and other countries 
have shown a definite interest. Multiple exchange 
rates are no more discriminatory than are subsidies 
and taxes on exports and imports. Yet subsidies 
involve a use of public revenues that is rarely 
questioned, and taxes on trade for revenue purposes 
are in common use. The use of a multiple exchange 
rate system offers greater flexibility and has much to 
commend it, provided the grounds for discrimination 
exist. Furthermore, such a system makes it easier 
for a country in balance of payments difficulties to 
carry .out an exchange rate alteration which, for 
political reasons, would be much more difficult with 
a unified rate, 


The attainment of adequate export growth and 
diversification suggests also that foreign aid flows 
should be directed towards the removal of institutional 
barriers and other bottlenecks which prevent adequate 
flexibility in the structure of production in the 
economies concerned. 


Another major way in which the international 
trade and financial policies of the countries of the 
region could change is in the adoption of regional 
policies of self-help to foster intra-regional trade and 
to overcome the difficulty of achieving adequate 
multilateral remedies. It has sometimes been said 
that the countries within ECAFE are too diverse 
politically, socially and economically to attain area- 
wide co-operation and that instead sub-area schemes 
may be considered as a first step. There are three 
major fields in which wider forms of co-operation 
could occur. First, the countries could consider the 
possibility of establishing regional trade and/or 
payments systems similar to those established pre- 
viously in Europe and in South and Central America. 
The benefits would be a more rational development 
of production (particularly in new lines of activity) 
within the area, and an expansion of trade as the 
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result of better credit facilities provided by some form 
of regional credit and payments system. Secondly, 
the developed countries of the region could co-operate 
in aid programmes within the area. One of the forms 
which this co-operation might take is regional exten- 
sion of the Australian trade preferences scheme, 
Finally, the developing countries of the region could 
co-operate more fully in matters of general fiscal, 
monetary and balance of payments interest, For 
instance, they could adopt uniform incentives te 
private foreign investors in order to eliminate the 
present situation whereby each country competes with 
the others to attract foreign investment. 


While many of the above suggestions involve the 
use of discriminatory measures, it is intended that 
the case for discrimination should be reasonably well 
established before action is taken and that all coun- 
tries of the area will at the same time continue to 
press for multilateral solutions to their problems. 


Financing government spending. Im all countries 
within the ECAFE region, government sector spending 
has risen substantially during the past decade. The 
demands on the government sector continue to grow; 
it is generally accepted that this sector should build 
and maintain adequate infrastructural facilities, nar- 
row the gap of widely divergent development among 
different regions within the country, attempt to pro- 
vide some social services on a national scale, reduce 
the growing disparity in income distribution, and 
provide adequate incentives to desired lines of activity 
besides maintaining sufficient defence forces. 


Apart from the problem of securing sufficient 
skilled personnel to plan priorities and to fulfil these 
tasks efficiently, the governments in the region are 
constantly confronted by the problem of finding the 
financial resources to permit an increase in govern- 
ment spending each year without generating excessive 
inflationary pressures, 


With population growing in most of the ECAFE 
countries at some 2.5 per cent annum and with prices 
rising by 5 per cent and more per annum, government 
current expenditure has to rise by 7-8 per cent per 
annum to maintain existing standards of government 
services. The growth of the young non-working age 
population (that section of the population which is 
most heavily dependent on government services), the 
need to service recently-created capital works and the 
need for larger defence outlays increase still further 
the growth rate of government current expenditure. 
While there is considerable scope for rationalization 
and for expenditure pruning in all of the ECAFE 
countries, each would have difficulty in reducing the 
growth rate of its current government expenditure 
significantly below 10 per cent per annum. 
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Few ECAFE countries have managed to achieve 
income growth rates of 10 per cent per annum and, 
apart from brief periods when new taxes have been 
‘introduced, few Governments in the region have 
achieved revenue growth rates (both tax and non-tax) 
much faster than that of GNP. Consequently, almost 
all Governments have struggled desperately to avoid 
substantial dissaving. Against this bleak picture is 
the fact that government capital expenditure has been 
rising each year and, in many countries, is equal to 
30 per cent or more of government current expendi- 
ture. A large part of this expenditure has to be 
financed either by borrowing at home or abroad or 
by foreign aid. In a number of countries heavy 
dependence has been placed on inflationary deficit 
finance, on foreign aid and, particularly in more 
recent years, on foreign borrowing. The arrangement 
of a sizeable and dependable flow of foreign aid is 
becoming more difficult, the growing problem of debt 
servicing is placing restraints on foreign borrowing 
and governments are becoming increasingly concerned 
with the distortive effects of inflation, particularly on 
resource allocation and income distribution. In con- 
sequence, the level of government fixed capital 
formation has tended to stagnate in several ECAFE 
countries (India and Pakistan, for example). The 
one alternative which has not been fully explored is 
the prospect of raising more domestic loan finance, 
particularly from the agricultural sector. Arguments 
confirming the difficulty of taxing agricultural income 
should not obscure the scope for raising loan finance 
from this sector provided suitable financial assets are 
made available and the rate of return is appropriate. 


Just as it is desirable to adjust the rate of 
exchange with reference to the free market foreign 
exchange rate, so it is desirable to adjust the charac- 
teristics of the organized money market towards those 
of the unorganized money market if the role of the 
former is to be extended. Korean experience has 
demonstrated that, in any economy where inflation 
is a recurring problem and where the ability to invest 
in equities is limited by the small size of the corporate 
sector and by the dominance of closely-held corpora- 
tions, a high rate of interest combined with appro- 
priate saving instruments not only directs saving 
towards the organized money market but also in- 
creases the average propensity to save. Moreover, 
the concomitant high interest rates charged on loans 
have not discouraged investment activity. It would 
seem that greater efforts could be made to explore 
the scope for extending the role of domestic loan 
finance as a source of government finance. 


Problems of land-locked countries. The latter 
half of the sixties witnessed a growing awareness of 
the international agencies of the need to give special 
attention to solving the difficulties of landlocked 
countries. The Convention on Transit and Trade of 
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Landlocked Countries adopted by the United Nations 
Conference of Plenipotentiaries in 1965 and brought 
into force in 1967 constitutes the most significant 
beginning of positive international assistance in this 
regard. 


Afghanistan, Laos and Nepal are the three land- 
locked countries in the ECAFE region (apart from 
Mongolia), and they also happen to be among the 
least developed of the developing countries in the 
region, with per capita income currently in the range 
of 70 to 80 US dollars. Speedy ratification of the 
Convention by the concerned transit states would 
greatly ameliorate the conditions for international 
trade and economic development of these landlocked 
countries. Equally important is the ratification of, 
and accession to, the Conventions on International 
Transport (CMR Convention, Geneva, 1956 and TIR 
Convention, Geneva, 1959) that are being increasingly 
adhered to by the European countries, in the light 
of the increasing transport of goods across the 
boundaries by road and rail. 


Afghanistan has recently taken a commendable 
initiative in overcoming the difficulties of being land- 
locked. Presently the international trade links of 
Afghanistan are through the port of Karachi in 
Pakistan to the south and the railroad system of the 
USSR to the north. Apart from direct trade with 
the Soviet Union, transit through the USSR accom- 
modates Afghan trade with East European countries 
and a small fraction of trade with Western Europe. 
However, the port of Karachi is the only outlet for 
seaborne trade with Western Europe, America and the 
Far East. Road links with India across Pakistan 
currently face difficult problems. In terms of freely 
convertible foreign exchange earnings through exports 
of high-priced commodities, trade with Western 
Europe is of the greatest importance, and this trade 
is carried in transit almost wholly through Pakistan. 
The lengthy road and rail journey to Karachi and the 
unpredictable delays in transhipment cause some of 
the high-priced items to be air-lifted in spite of the 
high costs involved. 


The measures that Afghanistan is pursuing to 
establish alternate transit facilities promise to be 
rewarding. They have been made possible by the 
co-operation of Iran and Turkey. Steps are being 
taken to operate Afghanistan’s containerized transport 
fleet on the land-route (Asian Highway) across Iran 
and Turkey to the Istanbul railhead, which connects 
several points in Europe. This would mean a total 
time interval of 15-21 days for Afghan goods to 
reach Europe in contrast to 45-180 days through 
Karachi. The operation of its own transport fleet 
results in sizeable economies in foreign exchange 
payments. In addition, Afghanistan is in the process 
of developing the landroute to the Persian Gulf port 
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of Bandar Abbas with entrepét facilities outside 
Iranian customs; this will constitute the quickest and 
shortest link for overseas trade.* 


Although Laos is landlocked, under normal 
conditions the country enjoys access to the sea at 
several points across South Viet-Nam, North Viet- 
Nam, Cambodia and Thailand. In the present military 
situation in the region, however, connexions are 
exclusively through the port of Bangkok in Thailand. 


The principal export commodity of Laos to 
countries other than Thailand consists of tin con- 
centrates which are wholly destined for Penang in 
Malaysia. Other export items such as coffee and 
spices are of minor importance. Presently all external 
trade is carried in transit across Thailand by a Thai 
government transport organization. With tin con- 
centrates destined for Penang as the only important 
export, and the existing rail link directly from 
Nongkhai (Thai-Laotian frontier) to Penang (and on 
to Singapore) there is an obvious advantage to Laos 
in using its own rolling stock to carry its external 
trade on the Thai-Malaysian railroad. An arrange- 
ment of this kind may help to provide the country 
substantial economies in costs of transportation. 


Nepal’s overseas trade at present is carried ex- 
clusively through the port of Calcutta in India. The 
alternative use of the port of Chittagong in East 
Pakistan would imply a short transit through India. 
An agreement for regulation of traffic in transit was 
signed with Pakistan in January 1963. 


Problems of overseas trade of Nepal are currently 
intertwined with the problems of bilateral trade with 
India, complicated by open borders, Nepal’s relatively 
free foreign exchange market and exchange restric- 
tions in India. Moreover, the present agreement 
combines the aspects of trade with India and those 
of transit through India. In these circumstances the 
problems of bilateral trade between Nepal and India 
require separation from the issue of transit facilities 
for external trade through India. Agreement on the 
provision of full facilities for Nepal’s transit trade 
should be possible in the context of friendly relations 
between the two countries. The Iran-Afghanistan 


3 Afghanistan signed a transit agreement with Turkey in June 1968, 
and negotiations with Iran are at an advanced stage. The latter 
include reciprocal transit facilities for Iran across Afghanistan to 
Pakistan (Asian Highway). 

4 “With the objective of giving Royal Government of Nepal every 
feasible facility of transit of goods through India, the two countries 
should, in our view, in friendly consultation, explore the possibilities 
of providing special storage and warehousing facilities both in Calcutta 
and at Haldia. Quite obviously also friendly relations between the 
customs administration of the two countries should be established and 
developed. It should be ensured that apart from the minimum 
necessary checks and controls by port and customs authorities no other 
impediments are placed on the transit of goods consigned to and from 
Nepal. Agreed and suitable procedures should be evolved for speedy 
transmission of goods to and from Nepal through the ports of Culcutta, 
Haldia in sealed condition.” Conclusions in the Report made .by 
H.E. Mr. T. Swaminathan, Ambassador of India, Brussels, 1968. 


agreement for the use of the port of Bandar Abbas 
could serve as a model. 


Transit facilities through the adjacent countries 
for international trade acquire great importance for 
the economic development of the landlocked countries 
of the region. International technical and financial 
assistance is of exceptional interest in this regard. 


Growth and investment finance. The economies 
of China (Taiwan) and the Republic of Korea can 
be compared to derive lessons from their experience. 
Both are basically agrarian societies engaged in the 
process of industrialization; neither possesses suffi- 
cient raw materials for rapid development, and both 
have small populations which are increasing rapidly 
with the result that labour is cheap. In addition, 
the domestic saving rate has increased markedly in 
both countries, investment rates are high and in- 
creasing, both enjoy high growth rates, and both 
are foreign trade oriented. However, both have 
experienced growing current account balance of 
payments deficits in recent years. 


Despite these many similarities, differences do 
exist between them. Korea is relatively in an early 
stage of industrialization as compared with China 
(Taiwan) since the latter even before World War II 
had a resource base on which some degree of 
industrialization could be built. The per capita 
national income in Korea is lower than that of China 
(Taiwan) and wage rates are lower. 


A major difference between the two countries is 
that the Korean economy is absorbing more than is 
produced domestically and this gap is reflected in 
the current balance of payments, whereas in China 
(Taiwan) this problem is not as acute. As a direct 
result, the balance of payments deficit is both large 
and increasing in the Republic of Korea. 


There are some differences in the financing of 
investment in these two countries; Korea finances 
capital formation. from foreign resources to a much 
greater extent than China (Taiwan) and the inflow 
of foreign capital, particularly private foreign capital, 
has accelerated rapidly in Korea, with a notable rise 
in the ratio of debt service to net export earnings. 


In respect of price stabilization, Korea has 
managed to reduce the rate of inflation quite signi- 
ficantly, but it is still in excess of that in Taiwan. 
The Korean money supply has been allowed to 
increase at a far higher rate than in China (Taiwan), 
largely to promote investment and to facilitate the 
absorption of the capital inflow in order to foster 
economic growth. There is a growing feeling in 
some quarters that the low rate of inflation in China 
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(Taiwan), less than in many developed countries, 
reflects a cautious monetary policy and that an easing 
of credit (especially if associated with rather greater 
‘inflows of capital) might stimulate growth. In Korea 
there is a growing feeling that perhaps relatively 
slower growth is advisible since it would require less 
capital inflow and would lead to less strain on the 
economy. 


The role of government vis-a-vis the private sector. 
The question of the relationship between the state and 
the private sector continues to be of general relevance 
to mixed economies. Where private enterprise com- 
prises the bulk of economic activity and the state 
has assumed responsibility for promoting economic 
change, the government role becomes important pari 
passu with the magnitude of the development aims. 
Recent changes in policy orientation in Indonesia, 
Malaysia and the Philippines endow this issue with 
rather special importance for the present and the 
foreseeable future. 


In the Philippines the change is perhaps least 
abrupt. Though there have been repeated efforts to 
turn the acceptance of responsibility by the Govern- 
ment into action to promote development, the efforts 
have not been well sustained. There has apparently 
been a lack of consensus concerning the need for and 
the appropriate role of the state in the process of deve- 
lopment. Changes in the economy, stagnation in pro- 
ductivity growth and the subsidence of the develop- 
ment impetus have created a situation in which new 
initiatives were accepted as necessary. In spite of some 
possibly transitory unrest, there is now continuity in 
government and a feasible development programme. 
The past four years have witnessed significant progress, 
qualified by the partial achievement of fiscal reform. 


It is primarily in implementation of the new 
programme for the re-development of industry that 
modifications will become necessary in the government 
role. The inducements provided by the Investment 
Incentives Law of 1968 have sketched the outlines 
of the government role vis-a-vis the private sector 
qua investors; further steps will need to be taken to 
ensure that investment is channeled in the necessary 
directions. Techniques will be found to encourage 
efficiency in production, both at the plant level and 
in the balancing of capacity among and within 
industries. Rationalization will be required in some 
industries; measures to induce existing enterprises to 
utilize domestically produced inputs will help to create 
markets sufficient to support production facilities on 
an economically feasible scale. Planning of priorities 
on criteria of inter-industry linkages will require 
greater articulation of measures to ensure that private 
interests respond effectively. In the case of key 
industries where private enterprise cannot be expected 
to take the initiative, government should be prepared 
to act. Methods must be devised to ensure that 
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established capacity is fully utilized. The planning 
of capacity in excess of prospective domestic needs 
in anticipation of exporting the surplus may fre- 
quently provide the link between import substitution 
and export expansion. Where this is not feasible, 
it may be as important to limit capacity as it is to 
induce its formation. These tasks, born of the 
necessity to re-develop and diversify industry, will 
require more specific planning and more sophisticated 
control instruments, fiscal and other. Their creation 
and utilization will define pragmatically a new and 
expanded role for government vis-a-vis the private 
sector. 


For Malaysia it is the initiation of the new 
strategy for industrialization which is re-defining the 
government role in relation to the private sector. 
Relatively little emphasis has hitherto been given to 
manufacturing. Government support was mainly in 
the provision of lists of products and industries 
eligible for preferential treatment in the form of tax 
incentives and tariff protection, and the provision 
of infrastructure for the encouragement of private 
enterprise. 


The new departure has been taken in response 
to the challenge of increasing unemployment: 


A new strategy has been developed. In the 
past, we relied on the initiative of the private 
sector to carry out investment and establish 
industries. Now the Government is taking a 
positive and aggressive approach to industrial- 
ization. The Government will identify feasible 
projects and mount a promotion drive to mobilize 
local as well as foreign capital. The Government 
will take the initiative in industrialization and, 
if necessary, will participate in the establishment 
of industries either by itself or in joint venture 
with the private sector, both local and foreign. 
This participation by the Government will enable 
us to give new direction and to influence the 
employment policies of these industries.® 


Institutions are being evolved which will bridge 
the gap between government aims and private-enter- 
prise action. A private enterprise advisory panel has 
been established for participation at the planning level 
and the new National Corporation will encourage the 
development of a Malay entrepreneurial class. A 
considerable degree of flexibility is desirable if 
effective participation of the private sector is to be 
forthcoming. Beyond this, the decision to develop 
a viable pattern of industry may require that govern- 
ment assume final responsibility for the establishment 
of key enterprises, for the enforcement of priorities 


5 Tun Abdul Razak, Deputy Prime Minister and Director, National 
Operations Council, pp. 2 and 3 in Malaysia, A New Industrial Deve- 
lopment Strategy, Kuala Lumpur, July 1969. 
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and the discipline of the private sector. It is apparent 
that such a regime of co-operation and joint-participa- 
tion, in which government is ultimately in control of 
the direction of development, implies a new role and 
a new set of parameters for the government-private 
sector relationship. 


A fundamental change in the role of the state 
has occurred in Indonesia, where the present Govern- 
ment has abandoned the commitment to state socialism 
and opted for the predominance of private enterprise. 
At the same time, a commitment to rational economic 
and social planning has been made. The role of the 
Government under the new conditions will neverthe- 
less continue to be influenced by the heritage of the 
past, not least by the existence of a substantial 
publicly-owned production sector.6 This element dis- 
tinguishes the Indonesian case from those of Malaysia 
and the Philippines. For the rest, the commitment 
to development under predominantly private enterprise 
has implications which are generally similar for 
Indonesia. 


The demarcation between public and _ private 
sectors in production need not be fixed for all time; 
in all likelihood the line will shift gradually in the 
direction of private ownership as government divests 
itself of establishments which are not crucial to the 
attainment of development goals. As long as the 
considerable publicly-owned segment of the economy 
shares fields in which private enterprise also operates, 
the conditions under which the two segments function 
will remain an important area of government and 


6 The government-owned production sector is large in comparison 
with many other non-socialist countries in the region. In addition to 
activities commonly government owned and operated, the Indonesian 
government production sector includes a large part of the plantations 
and of the modern manufacturing sector, mines, transport, commercial 
banking, state trading corporations and some service activities. 


private enterprise interaction. Conditions of entry 
into industries occupied by government enterprise, the 
conditions of competition, access to credit, to tax and 
other advantages and to marketing facilities (especial- 
ly in connexion with the state trading corporations) 
will affect the parameters within which private 
enterprise must operate. The indications are that 
government will attempt to treat the two segments as 
equally as circumstances permit and will require 
public enterprise to operate under the prevailing 
market conditions.* 


The country notes which follow are intended to 
analyse some of the more significant and more urgent 
problems of the developing ECAFE region. It has not 
been possible to include notes on all the developing 
countries in the region. In some, particular circums- 
tances have made it infeasible to attempt a discussion 
of their economic position and policies. Hong Kong 
and Singapore, which have given enviable perform- 
ances in economic development in recent years, require 
quite special analysis as the character of their 
economies differs fundamentally from that of most 
of the other developing countries in the region. The 
hostilities in the Republic of Viet-Nam quite under- 
standably create a situation which is scarcely amen- 
able to meaningful economic analysis. The lack of 
sufficient information, statistical and other, has made 
impossible the inclusion of an informed discussion 
of Brunei, Burma, Fiji, Mongolia and Western Samoa. 
It is hoped that these countries will be included in 
future. 


7 A discussion of the requirements for the effective performance of 
the Indonesian state trading corporations is found in J. Panglaykim 
and I. Palmer, State Trading Corporations in Developing Countries 
(Rotterdam, 1969), especially chapter 6, the implications of which are 
relevant to public enterprise in ‘general. 
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CURRENT ECONOMIC DEVELOPMENT AND POLICIES IN THE 
DEVELOPING COUNTRIES OF THE ECAFE REGION 


Afghanistan 


The impressive progress made by Afghanistan 
over the decade in the establishment of infrastructure, 
principally in terms of roadways and power genera- 
tion, has led the country into the beginnings of 
modern economic development. The paved highway 
network of 2,800 km connects all the cities of the 
inhabited belt and leads to the principal gateways 
into the adjoining countries. Total installed electric 
power capacity generates annually about 222 million 
kWh. International and domestic airlines are in 
operation. Equipped with this infrastructure, the 
Afghan development strategy is now concentrating on 
the production sectors. 


Since 1956, the development activities have been 
organized in the broad framework of five-year plans. 
Over the first two plan periods, nearly 75 per cent 
of a total of Af 35.6 billion of development investment 
was allocated to transport, communications and state 
enterprises (principally electric power). The Third 
Five-Year Plan (1967/68-1971/72) introduced a 
marked shift in priority from infrastructure to the 
production sectors: agriculture and industry. How- 
ever, the emphasis laid on relatively large projects in 
the earlier plan periods, especially with regard to 
irrigation facilities, meant a large carry-over from one 
plan period to the next; about 57 per cent of public 
investment during the Third Plan period was estimat- 
ed to be for the completion of projects launched in 
the earlier periods. As a result, the availability of 
resources for quick-yielding investments in the pro- 
duction sectors has been greatly curtailed. 


Paucity of statistical information renders it 
difficult to make a meaningful quantitative appraisal 
of the economic progress achieved in recent years. 
However, available information indicates that pro- 
duction of, foodgrains remained unchanged (apart 
from variations due to weather) until two years ago. 
The annual rate of growth of real gross domestic 
product over the period 1962/63-1967/68 has been 
placed at 2 per cent as against an estimated annual 
growth rate of population of 1.9 per cent for the 
period. 


The beginnings of a process of economic growth 
are clearly perceptible since 1967. Estimated gross 


domestic product (at 1965/66 prices) for 1967/68 
and 1968/69 are of the order of Af 56.3 billion and 
Af 58.2 billion respectively, showing an annual growth 
rate of 3.5 per cent in 1968/69. The figure quoted 
for current population growth rate is 2.5 per cent. 
The year 1968/69 thus records a one per cent rise 
in per capita real income over the previous year. 
The size of total population having been estimated 
at 16 million, the per capita income works out at 
Af 3,600 or US$ 80 (at the official rate of Af 45 to 
one US dollar). 


The over-all growth rate of 3.5 per cent largely 
results from a 3 per cent increase in agricultural 
production, the sector that accounts for more than 
half of the net domestic product. Handicrafts, which 
are second in importance in the production sector 
(constituting 9 per cent of the net domestic product) 
registered a 5 per cent increase in production. 


Agriculture 


Of the total area of 63 million hectares, about 
14 million hectares are classified as arable but the 
cropped area is currently estimated to be only about 
3.5 million hectares. However, two thirds of the 
cropped area is under irrigation. 


Total production of foodgrains is of the order 
of 3.6 million tons, of which wheat constitutes about 
60 per cent. About one fifth of wheat production 
is marketed. The other foodgrains cultivated are 
corn, rice and barley. Traditional methods of cul- 
tivation account for the very low productivity. 


The most important development in Afghan 
agriculture is the recent introduction of the Wheat 
Programme. Mexican wheat varieties are being 
adapted to local conditions with a notable degree 
of success. The experiments undertaken have de- 
monstrated that, with appropriate inputs, yields could 
be increased by 50 to 400 per cent, depending on 
the conditions of soil. In 1968/69, some 5 per cent 
of the irrigated wheat area was planted with the 
improved varieties. For the first time, wheat pro- 
duction reached a figure of 2.4 million tons, rising 
from the stagnation level of 2 to 2.2 million tons. 
Some 10 to 15 per cent of the irrigated area is 
reported to have been planted with the improved 
varieties in the 1969 season. 
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Table [I-2-1. 


Afghanistan: Sectoral origin of 
GDP at market prices 


(in million afghani at 1965/66 prices) 


Percentage 

1967/68 1968/69 change 
Agriculture 2. 6 © 6. 28,300 29,505 3 
Manufacturing . . . . . 1,100 957 =13 
Plamctatts 2. & xs, as 4.607 4,820 5 
Gas and minerals 2... . 280 540 93 
Blectne power 5 5 snk 8 303 370 22 
Gonstfustion! <0 os se 860 900 5 
Transport and communication . 1,178 1,260 7 
Trade, hotels, restaurants... 7,122 7,350 3 
Other personal services . 2,174 2,200 1 
Rousing 20.4. is. Wa ee os 4.673 4,800 3 
Government services... . 2,890 3,150 9 
Bb tte a) «Gani k) Da eee 55,500 4 
DERECIONOR 7 is LN ts 2,797 2.840 2 

Gross domestic product. .  . 56,284 58,237 sm 


Source: Ministry of Planning. 


The growing response of the farmers to the 
introduction of the new varieties of wheat has been 
particularly striking, given the fact that the increases 
in area sown with the new varieties took place in 
the context of a sharp decline in the market price 
of wheat. In the 1968/69 planting season, the price 
of wheat was more than a third lower than a year 
before, and lower than the average price of the past 
three years. 


The Government has promoted the wheat cam- 
paign with a substantial increase in fertilizer imports 
which are sold with a subsidy that was originally 
55 per cent but has now been reduced to 30 per 
cent. A total of 16,000 tons was reportedly imported 
in 1968, and the target for 1969 was fixed at 30,000 
tons. The fertilizer plant under construction (with 
105,000 tons capacity) is expected to go into pro- 
duction in 1970. This will not only fully meet the 
domestic requirements of nitrogenous fertilizers, but 
also afford a sizable quantity for export. 


The third five-year plan (1968-1972) envisaged 
the attainment of a level of 2.6 million tons of wheat 
production at the end of the plan period (19 per cent 
increase). The success that is being realized with 
the new varieties warrants the expectation that this 
target will be attained, subject to the Government’s 
ability to overcome the present administrative bottle- 
necks in the handling of an enlarged programme of 
distribution of fertilizers and related inputs. 


Cotton is an important commercial crop in 
Afghanistan with prospects for enlarged production. 
The present cultivation is restricted to a very small 
area, accounting for less than 2 per cent of the 
irrigated land. Output declined from a level of 
110,000 tons in 1963/64 to about 65,000 tons in the 


last two years. The two main causes of the decline 
were an adverse movement in the price relationship 
with wheat (there were wheat shortages until recent- 
ly) and an unfavourable exchange rate for exports. 
The cotton-wheat price ratio moved from 1.7 in 1962 
to 0.9 in 1968. Lately, however, the Government has 
taken steps to correct the exchange rate structure to 
bring the cotton price up to Af 72 per seer from 
a level of Af 52 in 1967. 


The ginning capacity installed in the country is 
of the order of 160.000 tons of seed cotton, and 
positive measures towards a speedy enlargement of 
cotton cultivation appear to be most promising owing 
to highly suitable natural conditions. Currently, 
about four fifths of cotton exports are destined for 
the USSR. under bilateral trade agreements, and the 
rest for Czechoslovakia. However, existing capacity 
in the cotton spinning and weaving units are being 
inadequately utilized, whereas imports of cotton 
textiles, principally from the Soviet Union, continue 
on a significant scale. Two new units are in the 
process of erection. An accelerated programme for 
cotton cultivation, on the lines of the wheat pro- 
gramme, would help to increase supplies of cotton 
for the existing textile units that are facing shortages, 
support the new units on their completion, and make a 
significant contribution to export earnings, especially 
from convertible currency areas. A beginning has 
indeed been made by the Government with the setting 
up of 200 cotton demonstration plots and the produc- 
tion of improved cotton seeds. 


Sugar beet is another crop with a promising 
potential. At present, the area of cultivation is only 
4,500 hectares, mostly in the north, with a production 
of about 60,000 tons. The average production of the 
only sugar beet refinery in the country is about 7,000 
tons, but the country’s import of sugar, almost wholly 
from the Soviet Union, averaged about 45,000 tons 
over the period 1966-1969. Inadequate supplies of 
sugar beet account for the low utilization of the 
existing plant which has a design capacity of up to 
600 tons of beet per day. Technical studies point 
to the feasibility of achieving a production of about 
10,000 tons of sugar. Natural conditions for enlarged 
cultivation being attractive, gradual expansion of 
sugar beet cultivation and installation of additional 
refinery facilities should significantly contribute to- 
wards import substitution. 


Oilseed cultivation extended over an area of 
150,000 hectares until recently; in the past two years, 
the area has been reduced to about 40,000 hectares. 
However, local demands for vegetable oils and fats 
are expanding and an increasing part is met by 
imports. In addition, exports of linseed and sesame 
to the convertible-currency areas offer interesting 
prospects. These considerations should warrant a 
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sizable expansion in oilseed cultivation. Increasing 
availability of cotton seeds would be an important 
contributory factor in expanding vegetable fats 
production. 


An encouraging development is the increasing 
interest shown by Afghan private enterprise in fruit 
cultivation. The area under fruit production has 
increased from 100,000 hectares to 135,000 hectares 
over the past two years. Afghanistan enjoys some 
exceptional advantages, particularly in regard to the 
wide variety of grapes of outstanding quality. At 
present, fresh and dried fruit exports account for 
more than one third of the country’s export earnings. 
With the current progress in processing and packaging 
of fresh and dried fruit for export, and with deter- 
mined efforts towards diversifying export markets, 
fruit exports could be counted upon to continue as 
the largest single factor in the country’s export 
earnings. 


The principal constraint on agricultural develop- 
ment in Afghanistan is the availability of suitable 
land and water. The large irrigation and land 
development schemes (Halmand Valley, Nangarhar, 
Paktia, etc.) of the first three plan periods should 
help in this regard, but not in the immediate future, 
In the short run, and particularly over the next few 
years, the potential gains in agriculture lie essentially 
in rehabilitation and better operation of traditional 
irrigation systems, and concerted action in terms of 
expanded supplies of farm equipment, seeds, ferti- 
lizers, pesticides, storage and extension services, and 
credit. 


A comprehensive small irrigation programme 
would include (a) selection of projects for immediate 
implementation, (b) technical assistance in the design, 
construction and operation of improved irrigation 
facilities, and (c) legal identification and enforcement 
of water rights, water charges and continuity of water 
supply. The major reasons for neglect of this most 
urgent field of investment have been the insufficiency 
of technical and financial resources and the preference 
on the part of external assistance for large and 
medium-sized irrigation projects. It is most en- 
couraging that the Asian Development Bank has now 
offered to fill this gap; financing of the order of 
US$ 10 million accompanied by technical assistance 
towards small irrigation projects in Afghanistan is 
currently being organized. 


The agricultural sector is characterized by small 
holdings and traditional methods of cultivation which 
account for the very low yields. The availability of 
both long-term and short-term credit is grossly 
inadequate. Small farmers are often indebted to local 
money-lenders who charge a 40 to 100 per cent annual 


interest rate and who exercise control over the price of 
the debtor’s crop at harvest time. Although no rural 
co-operatives exist, in recent years farmers of certain 
areas (e.g., Nangarhar) have organized themselves 
into groups under the leadership of “bondholders” 
or treasurers (usually the richest among them) who 
collect contributions from the farmers and are able 
to provide collateral for loans from the Agricultural 
Bank. This is a development that should aid enlarged 
operations of agricultural credit. 


The Agricultural Bank has so far been relatively 
ineffective in meeting the credit needs of farmers 
except for importing and financing the sale of shallow 
well pumps and tractors (400 in the last three years) 
against 200 per cent land collateral, 25 per cent down 
payment and a five-year term for the balance at 6 
per cent. This has benefited only the larger farmers. 
Moreover, large advances made to the government- 
sponsored schemes have reduced the availability of 
funds for lending to private farms. 


Following a recent International’ Bank for 
Reconstruction and Development (IBRD) appraisal 
mission, efforts have begun towards laying a sound 
base for the Agricultural Bank’s future operations 
and securing additional capital from domestic and 
foreign sources. The proposed agricultural credit 
programme would consist of several pilot lending 
projects for specific crops and areas, including agri- 
cultural chemicals and implements for sugar beet, 
cotton and grapes, improvement of traditional irriga- 
tion systems, continued sale of pumps and tractors, 
and distribution of improved wheat and fertilizers. 


Livestock 


Livestock, principally sheep, is estimated to 
account for about one sixth of total agricultural 
income or about 7 per cent of gross domestic product. 
The total number of sheep is reported to be of the 
order of 21 million, which includes about 6 million 
of the Karakul variety. The north and north-western 
regions have the greatest density. Sheep-raising is 
essentially nomadic over the government owned 
pasture lands which have been degraded by over- 
grazing. 


Concentrated efforts towards improvement of 
sheep-raising in Afghanistan, particularly in the north- 
western region, recommends itself for a variety of 
reasons. In addition to the possibilities of aug- 
menting the export earnings of Karakul skins and 
improved qualities of wool, enlarged production of 
mutton offers good prospects of export to the neigh- 
bouring country of Iran on highly advantageous 
terms. Iran is currently importing large quantities 
of mutton from distant countries. 
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Industry and mining 


Total industrial production accounts for a little 
over 10 per cent of gross domestic product and 
factory-scale production contributes less than one fifth 
to this total. The remaining four fifths fall under 
the category of handicrafts (small shop and home 
activities), with carpet-making as the major activity. 


Factory-scale production consists of cotton and 
woollen textiles, sugar, cement, flour-milling, vegetable 
oils, cotton-ginning, tanning, soap and ice. Fruit- 
processing and packaging (principally raisins) and 
carpet-weaving are the other small industries. 


Until a few years ago, factory-scale manufacturing 
in Afghanistan consisted mainly of government-owned 
plants and mixed (government-private) enterprises. 
Most of these units have been operating below 
capacity and with high costs, the principal reasons 
being shortage of raw materials, managerial and 
financial inadequacies, and inability to compete with 
imported goods. In cotton textiles, for instance, 
existing capacity is of the order of 90 million metres 
of cloth, and two new government plants are nearing 
completion, adding another 23 million metres pro- 
duction capacity. Production increased from 36 
million metres in 1963/64 to 66 million metres in 
1966/67 but fell to 48 million metres in 1968/69. 
The imports of cotton textiles, principally from the 
Soviet Union, were of the order of Af 126 million 
in 1968/69 as against the domestic production of 
yarn and cloth valued at Af 125 million. 


Although there was a slight economic recovery 
in 1968/69 from the previous two years of minor 
recession, the picture in respect of manufacturing 
remained disquieting, marked by a fall of 13 per cent 
in industrial production in relation to the previous 
year. Whereas sales of cement actually improved 
during the year with the expansion of public and 
private investment, the increase in sales was effected 
through liquidation of accumulated stocks; production 
in the year declined to 86,000 tons from the 120,000 
tons of the previous year. Sugar and cotton textiles 
declined by about 25 per cent. There have been 
notable increases, however, in the production of shoes 
and soap. Woollen textiles and vegetable oils have 
maintained their previous levels. 


The Government of Afghanistan is fully aware 
of the urgency for making the operation of existing 
government-owned and_ partially-owned industrial 
enterprises economically efficient. | However, the 
necessary measures should consist not merely of 
improvements in internal management and _ finance 
but also of wider issues of economic planning and 
implementation in terms of agro-industrial linkages, 
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and foreign trade direction towards promoting in- 
dustrial development on lines that are feasible under 
prevailing conditions of resources and markets. 


The third five-year plan introduced an important 
policy shift in favour of private industrial investment. 
In 1967, the Foreign and Domestic Private Investment 
Law was enacted, with a view to encouraging foreign 
and domestic private investment by means of various 
financial incentives. These include exemption from 
corporate and personal income taxes and customs 
duties for five years, and all export duties for ten 
years. Repatriation of profits from foreign invest- 
ments is freely permitted, and capital may be 
repatriated after five years. 


The response has been quick and striking by 
Afghan as well as foreign interests, and a few units, 
especially in agricultural processing for export, have 
already come into existence. 


However it appears that the Government of 
Afghanistan has not yet evolved a clear policy of 
selective encouragement to domestic and foreign 
private industrial investment with a view to channel- 
ling their flows into areas that are most conducive 
to rapid over-all economic growth. Whereas a few 
of the approved projects consist of light capital and 
consumer goods industries, such as metal and building 
trades, auto-batteries, plastic goods, utensils and 
knitted wear, the largest number of the approved 
projects, numbering twenty-six, is for rayon textiles. 
The total capacity of these plants is about 80 million 
metres of cloth with an estimated sales potential of 
US 27 million, entirely in the domestic market. The 
existing production of rayon cloth is of the order of 
1.5 million metres, with a sales value of less than 
US$ 0.5 million; the recorded value of total imports 
of fabrics other than cotton is of the order of US$ 
6.9 million. Even admitting that some quantities of 
imports are unrecorded, it may be of interest to 
examine whether the capacity being created (wholly 
based on imported yarn) is not far out of proportion 
to the likely expansion of domestic demands in the 
immediate future. 


The question assumes even greater importance if 
note is taken of the extent of unutilized capacity in 
the existing cotton textile units, and the handsome 
prospects for substantial increases in domestic cotton 
cultivation. The country does not appear to possess 
natural advantages for the production of rayon pulp. 


With the progress attained in infrastructure, 
especially in electric power and communications, and 
the evidence of growing monetization of the agricul- 
tural sector, Afghanistan enjoys favourable conditions 
for the development of a wide range of light capital 
and consumer goods industries, contributing to a 
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significant replacement of imports. Given the size 
of markets in the country, the pattern of industrial 
development of the Punjab areas of India and 
Pakistan might commend itself to Afghanistan. 


Encouraged by’ the response to the Foreign and 
Domestic Private Investment Law, the Government 
of Afghanistan established an Industrial Development 
Centre in February 1969 under the auspices of the 
Chamber of Commerce (a government-sponsored 
organization with limited membership). The object 
is to provide technical assistance to private industry 
and to identify, analyse and promote new industrial 
opportunities. The establishment of this Centre should 
prove highly valuable for the selection of viable 
industrial projects. What is of fundamental import- 
ance however is the selection of projects that provide 
linkages within the economy for a fuller exploitation 
of domestic resources, and contribute significantly 
towards net savings in imports and earnings retained 
within the country. 


The third five-year plan envisaged the establish- 
ment of an Industrial Development Bank to provide 
the short- and medium-term credit to industry which 
the present modest banking facilities in the country 
are not able to supply. 


The Industrial Development Bank would supply 
long- medium- and short-term credit for the erection 
of industrial plants and for their working capital 
needs. Equity participation and technical and 
managerial assistance to the Bank are also envisaged. 
The proposed funding of the Bank would consist of 
Af 240 million equity capital (40 per cent foreign), 
and an Af 560 million loan from the Government. 
United States, Swiss, French and German banks are 
reported to have shown interest in becoming share- 
holders. The domestic part of the equity capital is 
reported to have been over-subscribed (with some 
2,000 stock subscriptions) by 35 per cent, with two 
fifths of these subscriptions paid in. 


The most notable development in the government 
sector has been the installation of the natural gas 
pipelines in the northern border region of the country, 
leading to the USSR. This is already having a 
significant impact on the exchange earnings of the 
country from the USSR. In 1967/68, exports of gas 
were of the order of 0.5 million m*, with earnings 
equivalent to US$ 2.9 billion, and, in 1968/69, 1.6 
million m*, with earnings valued at US$ 9 million. 
The figure is expected to reach US$ 14 million by 
1971/72. 


The other important enterprise based on natural 
gas is the construction of a fertilizer plant at Mazar-i- 
Sharif with a capacity of 105,000 tons of urea, 


consuming some 620 million m® of gas a year. The 
project is expected to be completed early in 1970, 
with the arrangement that the USSR will absorb the 
surpluses of domestic production. 


A thermal power plant of 36 megawatt capacity 
and using 142 million m® of gas has already been 
erected in Mazar-i-Sharif, for use by the fertilizer 
plant. The electric power generated is expected to 
facilitate the growth of an industrial complex in the 
northern region of Mazar-i-Sharif and Balkh. 


In the long-term perspective, governed by the 
pattern of available investible resources, a gradual 
development of internal transmission and distribution 
of natural gas holds out attractive prospects for gas- 
based industries and utilities in the principal cities 
and towns of the country. 


The geological exploration work for petroleum 
deposits is: progressing in the northern region with 
a test bore-hole producing 70 m3 of oil daily, which is 
being consumed locally. 


The iron ore reserves in the Hajigak region were 
conservatively estimated in January 1968 at more 
than 2,000 milion tons of high purity (over 60 per 
cent Fe). First explored in 1960, the deposits remain 
unexploited principally due to the land-locked position 
of the country and the rugged terrain in which the 
deposits are found. With the bountiful supplies of 
natural gas now available, technical possibilities are 
opened up for processing the iron ore, using gas as 
both the reducing and heating agent. The present 
demands for steel, however, as reflected in the imports, 
hardly add up to 4,000 tons, with no immediate 
prospects of any significant expansion. It is con- 
sidered, therefore, that the setting up of processing 
facilities will become an economic proposition only 
when sizable export markets have been assured. 


A suggestion has been made that the proposed 
West Pakistan steel projects, which are based on 
imported iron ore, might find the use of Afghan high 
purity ore attractive.’ Pursuit of this suggestion 
might open up mutually gainful regional co-operation. 


The possibility of exporting lamb meat to the 
neighbouring country of Iran under highly advant- 
ageous terms, mentioned earlier, suggests that it would 
be worthwhile to locate a large-sized slaughter-house 
complex at Herat to meet the export demands and, in 
addition, commercialize the wide range of slaughter- 
house by-products. Also, with efficient procurement 
operations, this could check the reported uncontrolled 
movements of Afghan flocks of sheep across the 
border into Iran. 


LA A. Strauss, Industrial Development in Afghanistan: A Forward 
Look (Robert R. Nathan Associates, 1965). 
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Money, prices and banking 


Monetization has remained at a low level, money 
supply amounting to about 10 per cent of national 
income. Currency in circulation constitutes about 86 
per cent of the total money supply. 


In 1968/69, money supply expanded at an annual 
rate of 6.9 per cent, which reflects the conditions of 
economic recovery, in comparison with the sluggish 
rate of 1.4 per cent and negative rate (—1.4) of the 
previous two years which were marked by recession. 


Non-bank financial deposits, which account for 
a quarter of the private demand deposits, have been 
registering sharp rises, whereas there has been a 
progressive fall in the demand deposits of the private 
sector, even from its low absolute base. The explana- 
tion appears to lie in the increasing propensity to 
use bank notes following their substantial expznsion 
after a period of currency stringency, and sizable 
declines in the industrial production sectors, such as 
cement and textiles. 


Central bank reserves of foreign currencies at 
the end of 1968/69 were in a sufficiently difficult 
situation for new stand-by arrangements with the 
IMF to be requested in March and May 1969. 


The over-all increase in money supply in 1968/69, 
however, reflects the growth in economic activity 
brought about by a larger public investment pro- 
gramme and increased trade. 


In contrast to the expanding money supply, 
consumer prices have been moving downwards since 
the early part of 1968, a phenomenon explained by 
relatively good wheat harvests, the largest single 
factor in the Afghan consumer price index, and the 
generally lower levels of infrastructure spending which 
had overheated the economy during the second five- 
year plan. 


The banking system of the country consists 
essentially of the government-owned Da Afghanistan 
Bank (which functions as a Central Bank while 
engaging in commercial banking operations), two 
commercial banks, three small investment banks for 
agriculture, industry and private housing construction, 
and the bazaar money-lenders. There is no organized 
capital market outside the banks. 


Since 1961, Da Afghanistan Bank’s credit to the 
private sector has been relatively stable, whereas 
claims on the Government have doubled. The two 
commercial banks (Bank Melli and Pasbitany Taja- 
vaty) have been successful in recent years in adding 
to their time and savings deposits, which increasingly 
have contributed to the finance of foreign trade. 


However, the banks are reluctant to widen their range 
of borrowers or to extend credit facilities to industry 
and agriculture, owing to inadequate protection under 
existing laws. 


There is strong evidence that substantial amounts 
of savings are held in cash or supplied to money- 
lenders in the bazaars rather than being deposited 
with the banking system. In the present context of 
widening opportunities for small and medium-sized 
industrial enterprises, greater mobilization of these 
idle savings by the banking system and lending for 
productive. purposes are urgently called for. However, 
the inadequacies of the present banking laws pose 
severe obstacles in this regard. 


The third five-year plan document has shown full 
awareness of this situation and urged the need for 
a new. banking law that would afford protection for 
both depositors and banks, establish a basis for 
expansion of banking and extension of credit to 
medium and small units, and confer on Da Afghanis- 
tan Bank wider powers of control over commercial 
banking. The importance of speedy implementation 
of these reforms suggests itself. 


Public revenue and expenditure 


Government revenue of about Af 4.4 billion in 
1968/69 constituted about 7 per cent of national 
income, which is significantly lower than in other 
developing countries of the region, such as India, 
Pakistan, and Ceylon. The fact that revenue has 
practically stagnated in the past three years in spite 
of perceptible economic growth suggests that the tax 
ratio to national income is actually declining. 


About one third of the domestic revenue is ac- 
counted for by import duties. Export duties together 
with market sales of foreign exchange surrendered at 
the official rate have accounted for about one third 
of domestic revenue; with a sharp fall in the market 
sale of foreign exchange in 1968/69, these earnings 
dropped to about 10 per cent. Revenue from direct 
taxes shows up as the weakest element, constituting 
about 8 per cent of total revenue, or 0.6 per cent 
of national income. Monopoly operations (sale of 
sugar, tobacco, etc.) provide about one fifth of total 
revenue. Sale of natural gas (to the USSR) is 
emerging as an important source of government 
revenue. 


Given the pattern of commercialization in the 
Afghan economy, characterized by sizeable exports of 
agricultural and animal products and large imports 
of manufactured consumer goods, it is only natural 
that the heaviest incidence of taxation has been borne 
until now by foreign trade. But this has posed 
difficult problems. The effective level of taxation on 
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exports, the combined effect of export taxes and the 
surrender of foreign exchange at the official rate, 
resulted in little or negative growth in the exports 
of the principal items, karakul, wool and cotton, with 
the consequent effect of reducing import capacity and 
thereby reducing customs revenues on imports. The 
Government has now abolished the export taxes on 
karakul, wool and cotton, and raised the effective 
exchange rates for these items through appropriate 
exchange subsidies. The salutary impact of these 
measures on export earnings is already discernible. 


The extended length and mountainous terrain of 
the country’s borders render it extremely difficult to 
check uncontrolled movements of goods across the 
border. The increase in customs administration ex- 
penditure to effect the necessary control may reduce 
the net increase in customs returns to insignificant 
proportions. The Government is currently reported 
to be investigating whether lower import duties, 
accompanied by more severe penal action against 
smuggling, would produce larger customs returns. 
However, even the existing tariffs tax essential con- 
sumption imports lightly, levy relatively high rates 
on goods in which domestic productive capabilities 
exist and impose low rates on intermediate and capital 
goods. 


Possibilities for the augmentation of public re- 
venue appear to lie essentially in more effective 
taxation of incomes and the production and internal 
trade sectors of the economy. There is little scope 
in the immediate future for increased receipts of 
corporate income taxation since exemption from this 
tax forms one of the major incentives under the 
Private Investment Law; but there appears to be 
considerable margin for improving the receipts from 
personal income taxation (especially of the traders) 
by greater efficiency in tax collection. Receipts from 
individual income taxation dropped to Af 160 million 
in 1968/69 from Af 318 million in the preceding 


year. 


Receipts from sales taxation of consumer goods 
have averaged a nominal Af 65 million over the past 
three years. Increased receipts under this head are 
unlikely since non-essential and luxury consumption 
is being met almost wholly by imported goods that 
are subject to fairly progressive import duties. More- 
over, an ad valorem sales tax of 3 to 30 per cent 
on the duty-assessed value of fourteen luxury items 
(automobiles, jewelry, etc.) is being collected at the 
customs point itself. In the coming years, with the 
expanding possibilities for domestic production of 
industrial consumer goods, selective excise levies 
should constitute an important source of public 
revenue. 


Agriculture, which is the largest source of wealth 
and income in the country, is currently exempt from 


income taxation; and land taxation barely captures 
0.5 per cent of agricultural income. The livestock 
tax was discontinued in 1966. 


The Ministry of Planning presented new revenue 
proposals to Parliament in July 1968 aimed at the 
improvement of collection under existing heads of 
revenue, the imposition of new taxes and the enhance- 
ment of certain existing rates. Introduction of a new 
land tax, re-imposition of a livestock tax, and an 
increase in the sales price of gasoline and diesel oil 
together with an annual registration tax on vehicles 
are some of the principal measures suggested. In 
respect of land tax, a graduated tax on land classified 
under five or six categories is considered the most 
acceptable. Voluntary declarations of land ownership 
have been suggested while awaiting the completion of 
the cadastral survey that has just begun. 


The 1969/70 budget incorporates many of these 
proposals, with an estimated total revenue of Af 5.8 
billion which represents an increase of Af 1.4 billion 
over the preceding year. Of this budgeted increase 
of Af 1.4 billion, the proposed new taxes are expected 
to bring in Af 960 million, the reminder constituting 
accretions from growth under existing heads. The 
Ministry of Finance estimates that land tax should 
yield Af 400 million, re-imposition of livestock tax, 
Af 80 million, and the enhancement of gasoline and 
diesel oil prices, Af 180 million. 


However, the vigour with which the Government 
launches its efforts towards substantially raising public 
revenue, especially by bringing the agricultural sector 
into the tax base, will decide the pace at which this 
principal financial bottleneck in the way of the 
country’s rapid development can be removed. 


Current expenditure at a level of Af 3.9 billion 
in 1968-69 represents only 6.7 per cent of national 
income, of which defence alone absorbs about one 
third. The low level of expenditure on civil and 
economic administration has been a major constraint 
on the improvement of the Government’s economic 
performance. However, with the stagnating revenues, 
there has been a sharp decline in the current budget 
surplus over the past three years. The increased 
subsidies for exports that have proved so essential 
for improved exchange earnings have been an 
important contributory factor. The 1969/70 budget 
boldly aims at raising current revenues by more than 
one third over the preceding year, and doubling the 
current surplus. 


A refreshing trend in current expenditure is the 
growing importance given to education with a more 
than one third increase in expenditure in three years, 
whereas defence expenditure has shown indications 
of levelling off. However, defence expenditure as- 
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sociated with compulsory military service has been 
having a direct impact 6n economic development, as 
these “brown” and “green” forces have been utilized 
in road building and maintenance, and for agricul- 
tural works. 


There appears to be a certain imbalance in that 
the allowances granted to students pursuing studies 
at the University are considered to be well about the 
salaries they can earn after graduation when they 
are employed by the Government. Salary levels are 
low, but the number of persons employed by the 
Government is thought to be well in excess of the 
actual work requirements. A study of the employ- 
ment pattern of university graduates in Kabul, 
undertaken in 1966/67, revealed that out of a total 
of 6,200 graduates, 5,600 were employed; 5,000 were 
in services (almost wholly Government), 200 in 
transport and communications, 200 in trade, 100 in 
construction, 100 in manufacturing, and none in 
mining or agriculture. It might be of interest to 
examine the possibilities of creating incentives for a 
larger number of the educated to seek openings in 
industry, trade, agriculture, and the professions, 


Development expenditure 


More than three quarters of development expendi- 
ture in Afghanistan is supported by foreign project 
and commodity assistance. Moreover, in the past 
three years, development expenditure has significantly 
slowed down with the declining volume of external 
assistance. What is even more disquieting is the 
sharp decline in public savings and the pronounced 
increase in deficit financing. With the expiry of the 
moratorium on the “Russian Debt”, debt servicing 
has increased sharply since 1967/68, and the trend 
is expected to continue throughout the remaining 
years of the third plan. 


The 1969/70 budget envisages a sharp rise in 
development expenditure of the order of Af 1.8 billion 
over the preceding year (45 per cent rise), counting 
on external assistance of over Af 3.0 billion and an 
enlarged budget surplus of Af 0.7 billion. On both 
external and internal accounts, the current trends 
warrant a high degree of circumspection in expecting 
achievements of these magnitudes. 


External trade and balance of payments 


Exports and imports have both shown a growth 
rate of about 3 per cent annually over the past ten 
years, a rate marginally above the growth rate of 
GNP. Since 1967, however, distinct possibilities have 
emerged for significantly higher growth rates in 
exports over the coming years. 


In 1968/69, merchandise exports valued at US$ 
74.3 million constituted a little over 8 per cent of 


GDP, whereas imports valued at US$ 123.8 million 
represented 14 per cent, Project aid and commodity 
assistance accounted for about half the value of 
imports. 


Of total export earnings in 1968/69, fresh and 
dried fruits (principally grapes and raisins) accounted 
for 35 per cent, karakul skins for 20 per cent, wool for 
10 per cent, and cotton and carpets 8 per cent each. 


At present, exports of grapes and raisins are 
almost wholly to India, Pakistan and the USSR, but 
with the establishment of processing and packaging 
facilities, prospects of increasing exports to the com- 
petitive markets in Western Europe and the United 
States have greatly improved. — [ran-Afghanistan 
economic co-operation could also be conceived on 
lines that would permit the joint marketing of 
complementary varieties of fresh and dried fruit in 
the Persian Gulf area, 


Karakul skins enjoy a firm demand in the West 
European and United States markets, and the ex- 
change earnings of this high-priced commodity are 
likely to be greatly augmented with the introduction 
of quality improvement and wider choice in natural 
colour of skins by the Afghan Karakul Institute, 
Similar measures in respect of wool should greatly 
improve its export earnings. Afghan cotton is at 
the present time almost wholly exported to the USSR 
and Czechoslovakia under bilateral arrangements, but 
the prospects in convertible currency areas appear 
attractive. Natural gas exports are soon expected to 
reach a figure of US$ 14 million. It appears 
reasonable to expect an annual growth rate of 7-10 
per cent in the country’s export earnings over the 
coming years. 


Consumer goods currently represent two thirds 
of commercial (non-aid financed) imports. However, 
there are substantial possibilities for expanding the 
domestic production of currently imported consumer 
goods, such as textiles, sugar and vegetable fats, with 
appropriate policies on import substitution, there 
appears to be considerable scope for a gradual shift 
in the composition of imports in favour of capital 
and intermediate goods, This is likely to be rein- 
forced with the growing role of foreign private capital 
in the industrialization of the country. 


The largest volume of external assistance to 
Afghanistan is provided by the USSR, with the United 
States and the Federal Republic of Germany ranking 
next in importance. In 1968/69, the USSR accounted 
for 50 per cent of the total disbursements, the United 
States for 18 per cent, and the Federal Republic of 
Germany for 13 per cent. 


The total volume of external assistance, however, 
has been sharply declining since 1966/67, and the 
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debt service ratio rose from 9 per cent of export 
earnings in 1966/67 to 15 per cent in 1968/69, The 
ratio is still low, however, in comparison with other 
developing countries, such as India and Pakistan, 


Since the establishment of a stabilization pro- 
gramme in 1965, the support of the IMI, through 
standby and compensatory finance arrangements, has 
vital to the Afghan economy. Although 
Afghanistan has not been a beneficiary of IBRD loans, 
a loan agreement for US$ 5 million was put into 
effect by the IDA in June 1969 to finance road 
construction, This is a notable development for 
Afghanistan will continue to be heavily dependent on 
foreign aid and such aid needs to be made available 
on favourable terms. 


Plan progress and prospects 


Planning for development in Afghanistan has 
been largely governed by the nature and magnitude 
of foreign project aid and its co-ordination with 
available domestic capital. As major donors have 
preferred large-scale construction projects, the achieve: 
ments have been mostly in the completion of some 
of these projects, with a few still under construction. 
However, taking note of the progress achieved in 
infrastructure, the Government, when drawing up its 
third five-year plan (1967/68-1971/72), shifted the 
emphasis from infrastructure to the production sec- 
tors. In view of commitments for the completion of 
projects in progress, the scope for this shift was 
considerably restricted, 


At the end of the first year of implementation, 


the inability to mobilize the projected rates of 


foreign and domestic financing for investment became 
apparent, and the plan was revised, involving a 
reduction in total outlay from Af 33 billion to Af 26 
billion, but with bold proposals for stepping up 
domestic resources to finance the reduced outlay. It 
was proposed to increase domestic revenue at an 
annual average of 30 per cent for the remaining plan 
period, The revised plan and budgetary proposals 
are awaiting parliamentary consent, 


The recent trends in agricultural progress and 
private industrial activity indicate that significant 
economic growth could be realized in the coming 
years with emphasis on relatively small-sized new 
projects and concentrated efforts towards strengthen. 
ing economic organization, The former comprise 
improvement of traditional irrigational systems and 
development of light import-substituting consumer and 
capital goods industries, together with facilities for 
processing agricultural and livestock products for 
export. The latter demands the implementation of 
the proposed measures for augmenting government 
revenues and improving credit facilities to agriculture 


109 
and industry, ‘The strategy of planning appears to lie 
in the most effective utilization of the infrastructure 
and industrial capacity already in existence, with 
additional investment essentially in areas that yield 
quick returns, The necessary readjustment in the 
pattorn of external assistance will be a crucial factor 
in the realization of this objective. 


Cambodia 


Since 1954, Cambodia has been pursuing econo. 
mic development under an almost unique set of 
natural, economic and political circumstances. The 
economy is predominantly agricultural with the rural 
population accounting for about 85 per cent of the 
whole, and agriculture accounting for around 80 per 
cent of total employment, The country was equipped 
with scarcely any industrial base at the time of 
independence, Over the decade, however, notable 
strides have been made in strengthening the economic 
infrastructure and establishing several consumer and 
capital goods industries, The construction of modern 
airports with facilities for landing large aircraft at 
Phnom Penh, Siam Reap and Sihanoukville, the 
establishment of a deep-water port with modern 
facilities at Sihanoukville, and the completion of the 
Phnom Penh-Sihanoukville railroad merit particular 
mention, 


The 1962 Census placed the population of 
Cambodia at 5,7 million, and the subsequent annual 
growth rate of population is estimated to have been 
2.2 per cent. The rate of growth of gross domestic 
product over the period 1959-1967, on an annual 
average, is placed at 4 per cent. The national 
accounts for the year 1966 (the latest available) 
estimate gross domestic product in current prices at 
$2 billion riels. With a total population of 6.3 
million, per capita gross income for the year works 
out at 5,079 riels (US#92), 


Of the total gross domestic product of 32 billion 
riels in 1966, the agricultural sector accounted for 
Al per cent, industry, transport and communications 
for L7 per cent, and the services sector, including trade 
and banking, for 42 per cent. Annual growth rates 
of domestic product are characterized by fluctuations 
because of the preponderant influence of agriculture 
(on total economic activity), which is subject to wide 
variations in output due to the vagaries of rainfall. 
Over the period 1959-1964, the annual percentage 
growth rates of GDP were consecutively 6.4, 1.0, 
5.0, 7.9 and 1.9, 


A planned approach to development was institut: 
ed as early as 1956, A two-year plan (November 
1956-——June 1958) in the nature of a broad frame- 
work for listing priority projects was outlined, This 
was followed by a more comprehensive five-year plan 
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(1960-1964), and the Goyernment recently formulated 
the second five-year plan (1968-1972), which is 


currently being re-examined. 


Gross capital formation as a percentage of gross 
domestic product has been in the range of 16 to 18 
per cent in recent years. The share of construction 
remained rather high in the early part of the sixties, 
accounting for about half the total capital formation. 
On the other hand, investment in machinery and 
equipment showed a decline from 25.2 per cent of 
the total capital formation in 1962 to 21.1 per cent 
in 1963, and 17.7 per cent in 1964. However, with 
the progress made in implementing economic reforms 
and austerity measures announced in 1963, there has 
been a marked decline in the construction share. 
In 1966, of the total gross capital formation of 5.9 
billion riels (18 per cent of GDP), buildings account- 
ed for 38.6 per cent, roads, bridges and other public 
works 20 per cent, machinery and equipment 17.2 
per cent, and augmentation of livestock and rubber 
plantations 11.1 per cent. 


The second five-year plan (1968-1972) envisages 
an annual rate of fixed capital formation at 18 per 
cent of GDP. Based on a capital-output ratio of 
3.6:1, a total investment of 32 billion riels over the 
five-year period is expected to result in an average 
annual growth rate of 5 per cent in the gross domestic 
product valued at 32.2 billion riels in 1966 (constant 
prices), Agriculture and industry each account for 
a quarter of the total planned investment outlay, and 
power transport, communications and tourism together 
account for 35 per cent. 


Agriculture 


Rice cultivation, currently extending over an area 
of about 2,500,000 hectares of land, accounts for 70 
to 90 per cent of the total area under cultivation. 
The country is fortunate in having a relative abun- 
dance of cultivable land. Over the period 1940-1967, 
the area under rice cultivation rose from 1.1 million 
to 2.51 million hectares (3.1 per cent per year) 
whereas the labour force engaged in rice cultivation 
rose from 1,28 million to 1.92 million (1.5 per cent 
per year). As a consequence the size of holdings per 
cultivator shows a perceptible improvement. 


The 1962 census revealed that the country had 
about 800,000 agricultural households, of which 84 
per cent were owner-cultivators. Six per cent were 
tenants or farmers on contract, 7 per cent belonged 
to unspecified categories. Moreover, because of the 
relative abundance of land, the owner’s share in 
tenant-cultivated produce is not unduly high. In 
addition, tenancy and contract-farming are frequently 
undertaken by the owner-cultivators themselves with 
a view to enlarging the area of their direct operations. 
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The size of land-holdings is again relatively egali- 
tarian. Recent figures are not available on the struc- 
ture of land ownership. However, the following 
figures available for the year 1956 are considered to 
reflect broadly the existing situation. 


Percentage 


Proprietors owning less than 1 hectare 55 
between 1 and 2 hectares... .. 25 
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Large-sized commercial enterprises are restricted 
exclusively to rubber plantations currently extending 
over an area of about 66,000 hectares of land, largely 
operated by foreign concessionnaires. In recent 
years, however, there appears to have been a tendency 
on the part of the Cambodian urban community to 
acquire agricultural land for exploitation through 
tenant cultivation. The 1962 census registered about 
30,000 households as proprietors not belonging to 
the agricultural community. 


Of the 800,000 agricultural households enumerat- 
ed in the census, 670,000 households (80 per cent) 
were engaged in rice cultivation. The average size 
of land unit under rice cultivation per household 
was a little above two hectares. 


Notwithstanding annual fluctuations in production 
due to natural factors, namely drought and floods, 
productivity of land has remained more or less 
constant around one ton of paddy per hectare over 
the past several decades. This is principally due to 
traditional techniques of cultivation involving natural 
inundation. Assured water supply and_ controlled 
irrigation are considered to be vital prerequisites for 
substantial improvements in yields. 


The use of chemical fertilizers, although not yet 
widespread, showed a considerable rise from 950 tons 
in 1961 to 17,000 tons in 1967. Currently, the levels 
of fertilizer use are a little below 5 kg per hectare, 
which is extremely low. However these figures are 
above those for some countries such as Burma, India 
and Indonesia. 


The crucial role of rice production in the 
Cambodian economy can be seen in the following. 
According to the national accounts of Cambodia for 
1966, paddy production, amounting to 2.1 million 
tons and valued at 5.1 billion riels (farm prices), 
constituted a little over half the value of total 
agricultural production (crops and plantations) of 
the :country, valued at 10 billion riels. Fruit and 
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vegetable production accounted for 40 per cent of 
the total, with the rest, including rubber, copra and 
cotton, constituting barely 10 per cent. Of 1.1 
million tons of milled rice (2.1 million tons paddy), 
543,000 tons accounted for auto-consumption, 375,000 
tons for domestic markets, and 166,000 tons for 
exports. 


Exports of rice are a major element in the 
exchange earnings. In 1964, rice exports accounted 
for as much as 68 per cent of total export earnings. 
In recent years, however, the figure has been 
oscillating in the range of 35-50 per cent. In 1967, 
rice exports, valued at 1.3 billion riels (227,000 tons), 
constituted half the total export earnings of the 
economy. 


Marked fluctuations in the volume of paddy 
production (2.8 million tons in 1964, 2.3 million tons 
in 1965, 3.2 million tons in 1967), owing to the 
vagaries of rainfall and to the absence of an adequate 
irrigation systems, and low productivity due to tradi- 
tional techniques are the factors that are engaging 
the most serious attention of the Government. In a 
good year, Cambodia produces over three million tons 
of paddy, and in a bad year 2 million tons. Official 
sources in the country are of the opinion that, if the 
developed countries agreed to assist and help raise 
the production of rice to 4 million tons per annum 
during the coming decade, all Cambodia’s problems 
of infrastructure, economic development and finance 
could be solved. With 1.5 million tons of paddy for 
export, the country would, according to these sources, 
have a positive trade balance, a balanced budget and 
sufficient funds to support national defence and 
further develop its education, public health and 
infrastructure. 


Food crops other than rice are of minor import- 
ance and consist principally of maize (russet and 
white), beans and soya beans, and sweet potatoes. 
Production of maize however has considerable export 
significance; for instance, in 1966 out of a total 
production of 136,000 tons, 133,000 tons were ex- 
ported acconting for about 12 per cent of the total 
exchange earnings of the country. Commercial crops 
such as cotton, sugarcane and oil seeds are grown 
in limited quantities at present. 


Fruit and vegetable cultivation is of considerable 
importance in Cambodian agriculture, currently ac- 
counting for 18 per cent and 21 per cent of total 
agricultural production. Oranges, bananas and coco- 
nuts are the principal fruit crops; the largest part is 
locally consumed, however, commercialization ac- 
counting for only 10 per cent of production. Coconut 
plantations currently cover an area of about 13,570 
hectares (a large part of which consists of scattered 
family holdings) and production is estimated at 
around 8,000 tons of copra per year. 


Rubber plantations had their beginnings in the 
early twenties and currently extend over an area of 
about 67,000 hectares of land. Plantations already 
under exploitation cover 43,000 hectares. Figures for 
the year 1965 show that, of a total of 46,259 
hectares of plantations, 32,897 hectares were under 
exploitation, and total employment numbered 22,515. 
Cambodian state enterprises, government - private 
mixed enterprises and family plantations have together 
accounted for about 15,000 hectares planted in recent 
years. Annual production currently averages around 
50,000 tons. Exports of rubber account for 30 to 
40 per cent of the total exchange earnings of the 
country. Domestic industrial absorption is about 3 
per cent of production, The entire area now in 
plantations is expected to be available for exploitation 
by 1975, resulting in an annual production of about 
95,000 tons. Cambodian rubber yields are among 
the highest in the world. Average yield is currently 
reported to be of the order of 1,460 kg per hectare. 


The country is fortunate in possessing an excel- 
lent potential for diversified agricultural development. 


Although no major irrigation systems exist at 
the present time, the second five-year plan has 
established several projects for construction (neces- 
sarily extending over several plan periods) that would 
ultimately bring an area of about 135,000 hectares 
under irrigation. ‘The two major projects, Banan 
and Bovel, are expected to irrigate 68,000 hectares 
and 45,000 hectares respectively. The hydro-electric 
irrigation project of the Mekong Committee at Prek 
Thnot is expected ultimately to irrigate 70,000 
hectares. The Government proposes to develop about 
25,000 hectares under minor irrigation, in addition 
to giving encouragement to farmers to develop their 
own facilities, With assured and controlled irriga- 
tion, and supplies of improved seeds, fertilizers and 
agricultural services, paddy yields are expected to rise 
to a level of 2 to 2.5 tons per hectare. 


Cambodia is endowed with natural advantages 
for developing rubber plantations on a_ significant 
scale? At current world market prices for natural 
rubber, export profitability is assured at a level of 
yields around 800 kg per hectare (at cost conditions 
in the country). With the current yields a little 
over 1,400 kg per hectare, the country even now is 
in a comfortable position to face considerable declines 
in world prices. The newly established plantations 
under good conditions are assured of a yield of 
800 to 1,000 kg per hectare from trees six to seven 
years old, that will finally reach a level of 2,000 kg 
in moderate soils and 3,000 kg in excellent soils, 

2M. Berrier, “Esquisse D'une Planification Des Cultures Industriel- 


les En Vue D’examiner Les Possibilities D'Investissement Agricole au 
Cambodge,” (mimeo.). 
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In addition to the existing plantation area of 
67,000 hectares, about 250,000 hectares of highly 
suitable land are available in the provinces of 
Kompong Cham and Kratie (lower Mekong region) 
and in the north-eastern province of Ratanakiri. 


The second five-year plan envisages an extension 
of rubber plantations over an area of 10,000 hectares 
during the period 1968-1972. In the perspective of 
a longer time interval, pursuit of a sustained large- 
scale programme of rubber planting appears of great 
economic interest to the country. The Rubber Re- 
search Institute (IRCC) has a valuable record of 
studies completed which permits technical solutions 
to the initiation of a large-scale planting programme. 
In the lower Mekong region, an area of about 120,000 
hectares of land is considered highly suited to rubber, 
although large parts of it are currently utilized for 
raising annual crops. In the Ratanakiri province, an 
area of 120,000-150,000 hectares of virgin land lends 
itself to rubber planting and the State-owned planta- 
tion, 4000 hectares in size, could serve as the nucleus 
for organizing the development process. Development 
of plantations of this size are expected to open up 
for settlement opportunities at an annual rate of 
4,000-6,000 workers and their families, with the 
ultimate size at about 80,000 families. Migration to 
this region from the densely populated central plains 
would contribute to easing the population pressure 
there. 


Cotton cultivation has been affected in recent 
years by the difficulty of protecting crops against 
insects; production declined from 5,400 tons in 1964- 
1965 to 2.500 tons in 1967-1968. Domestic yarn 
manufacture, envisaged on a scale of 4,000 tons of 
yarn per year for the immediate future, would imply 
annual cotton production of the order of 12,000 tons 
(seed cotton), with an area under cultivation of the 
order of 12 to 15,000 hectares. Cotton is grown 
exclusively in the provinces of Batambang and Kam- 
pong Cham where natural conditions for improving 
productivity and expanding the area under cultivation 
are considered to be attractive, once the problem of 
pest control is resolved. The two state-owned textile 
units are located in these regions. Jute production, 
also exclusively in these two regions is currently of 
the order of 4,000 tons of moderate quality. The 
objective of the Government is to improve the quantity 
and attain a level of production of about 7,000 tons 
in the immediate future. 


Raw palm-sugar was for a long time the only 
form of sugar in Cambodia that met the needs of the 
population. Recently, however, with the improvements 
in standards of living, the demand for refined sugar 
has been expanding fast. Current sugar consumption 
in the country is placed at around 40,000 tons an- 
nually. Recently the public enterprise SONASUCRE 


Part Two, Current Economic Developments 


has begun to develop a sugar-cane plantation over 
an area of 1,500 hectares in the region of Kompong 
Kol where a sugar refinery has been installed. The 
second plan envisgaes a total area of about 6,400 
hectares under sugar-cane by the end of 1978, owing 
mainly to the efforts of family scale and commercial 
plantations in the region of Kompong Kol. 


Tobacco cultivation on family farms extends over 
an area of about 15,000 hectares on the banks of 
the Mekong river in the provinces of Kompong Cham, 
Kandal and Kratie. Production is currently estimated 
at an annual 10,000 tons, half of which is absorbed 
by the three large-sized cigarette manufacturers that 
meet domestic demand; moreover, small quantities of 
tobacco are exported. The total value of tobacco 
production is currently about 250 million riels and 
this accounts for approximately an equivalent amount 
of revenue to the state in the form of taxes. 


Coffee cultivation has been developed in recent 
years with a remarkable degree of success; one 
plantation (Société Khmere des Plantations de Pailin) 
covering an area of a little less than 300 hectares 
meets the needs of the population, with a current annual 
production of 500 tons. The prospects for extending 
cultivation to permit exports appear attractive. Tea 
plantations are being developed in Kirirom on a small 
scale which is expected to be sufficient for meeting 
domestic requirements. The valleys in the higher 
ranges of Mondulkiri are considered suitable for tea 
and cinchona cultivation. 


Livestock and fisheries 


Livestock and fisheries production constitute 12 
per cent and 7 per cent respectively of the total value 
added in the sector of agriculture, fisheries and 
forestry. Hog production is the most important 
element in livestock raising. The number of hogs 
more than doubled over the period 1955-65° The 
cattle and buffalo population rose by about 80 per 
cent over the same period. According to 1962 
figures, some 400,000 hogs are consumed annually 
and about 100,000 are exported. Cattle consumption 
and exports are respectively about 50,000 and 10,000 
head. The major role of cattle, water buffalo in 
particular, lies in their use as draft animals. 


Fisheries exploitation on a family scale is wide- 
spread, and fish in various forms (fresh, dried, 
smoked, salted, etc.) constitutes an important element 
in the diet of the population. Cambodian river and 
lake waters are noted to be exceptionally rich in fish; 
production studies undertaken in 1962-1963 placed 
the annual catch in the range of 100 to 120,000 tons. 
Marine fisheries exploitation has, however, declined 
in recent years, 


3 Rémy Prud’homme, L’Economie du Cambodge, Presses Universi- 
taires de Paris, 1969, 
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Industry 


Prior to independence the organized industrial 
sector was of hardly any importance; the enterprises, 
apart from rubber processing, consisted of rice 
milling, oil pressing, and artisan activity in weaving, 
pottery and the like. Cambodia has, however, made 
notable efforts to industrialize since independence. 
Over the period 1952-1964, value added in the 
‘industrial sector (inclusive of construction) more than 
doubled, with an average annual rate of growth of 
a little over 8 per cent. With construction activity 
expanding at a rate of a little over 13 per cent, the 
range of industries producing construction materials 
expanded at the same pace. The austerity regime 
introduced in 1963 has, however, been responsible for 
slowing down both construction and construction 
materials industries. 


The Government of Cambodia has played the 
most active role in accelerating the process of 
industrialization of the country. Apart from offering 
various incentives to stimulate private industrial 
enterprise, it has established a wide range of industries 
in the public sector as well as in association with 
the private sector (mixed enterprises). 


Notable among the public sector undertakings, 
are several water supply systems, a cement factory, 
a paper mill, three textile units, two cotton ginning 
units, a sugar refinery, a glass factory, saw mills, 
a plywood factory, a tyre factory, a distillery and 
a brewery. 


Among mixed enterprises are electricity under- 
takings, an oxygen and acetylene plant, cigarette and 
match manufacture, a jute-textile mill and the recently 
completed petroleum refinery (table IJ-2-2). 


External financial assistance for the establishment 
of public and semi-public industrial enterprises has 
come from mainland China for the construction of 
two textile units, a plywood factory, a paper mill, 
a cement factory and a glass factory. The sugar 
refinery, tyre factory and tractor assembly units have 
been set up with Czechoslovak assistance. The jute 
mill was established with British assistance and the 
petroleum refinery is the major achievement of French 


assistance. 


! 


Although large-sized industrial units are exclu- 
sively public and semi-public enterprises, the greater 
part of value added in the industrial sector is 
accounted for by the activities of a large number 
of medium and small-sized individual enterprises in 
varied lines of simple consumer and capital goods 
industries (rice-milling units constituting the largest 
number). The national accounts for the year 1964 
revealed that 65 per cent of the value added in the 
industrial sector came from private individual enter- 


prises, 32.8 per cent from private corporations and 
mixed enterprises, and only 2.8 per cent from public 
enterprises, Foreign private capital and enterprise 
have played a rather small role in the industrial 
development so far realized in Cambodia. 


Table I1-2:2, Cambodia. 
enterprises, 1967 


Public manufacturing 


Employment Investment 


Product Unit Output (persons) (min riel) 
Ginned cotton 000 tons 20 60 42.8 
Sigdr hee reed tons 8,585 396 106.9 
Beverages 

Dest dag oy, oat by min I 6 150 250.0 
distilled min 1 9 750 150,0 
Cigarettes" min pes 1,920 340 45.0 
Jute textiles* . mln sacks 6 700 115.0 
000 m 274 
Textiles” 
Varn en) eo tons 1,200 1,850 259.3 
fabric 000 m 9,000 300 7.0 
Lumber 000 m* 10 185 100.0 
Plywood 000 m? 3 
Papetity (ioe seer so tons 2,762 380 82.8 
Tyres . oe ee OOO DEE 45 300 211.0 
Industrial gases* . , 60 25.3 
oxygen . mln m? 140 
acetylene 000 rm* 18 
COA ane le ete Ucn ie 282 
Petroleum products® , ’000 tons 300 150 700.0 
Cement 000 tons 59 738 500.0 
Glass . 000 tons 3 370 120.0 
Motor vehicle assembly 100 47.0 
trucks units 400 
tractors units 300 


a — 


Source: Ministere du Plan, Annuaire Statistique du Cambodge, 
1968, 
Notes: ® Mixed enterprises, state and private participation, 


» Two enterprises, 


The second five-year plan stresses the importance 
of improving the managerial efficiency of the existing 
public and semi-public enterprises and aims at 
capacity utilization through adequate supplies of 
agro-industrial materials. Given the limited size of 
domestic markets and the absence of proven mineral 
resources on a significant scale, further industrial 
development over the plan period is envisaged in 
directions governed by the immediate market possi- 
bilities. In addition to doubling the capacity of the 
existing cement plant, a new cement plant with 
200,000 tons capacity is envisaged. An urea plant 
of 35,000 tons capacity, a starch-making plant of 
90,000 tons capacity (based on maize and producing 
also glucose at a later stage), a vegetable oil extrac- 
tion mill of 15,000 tons capacity, a synthetic yarn 


4 Ministére du Plan, Deuxiéme Plan Quinquennal (1968-1972), 
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plant of 2,000 tons capacity, and a paper pulp mill 
(based on pinewood) of 5,000 tons capacity are 
among the important new projects envisaged. The 
motor vehicle assembly plant is expected to increase 
the number of tractors assembled from 300 in 1968 
to 500 in 1972. The assembly of motor cycles is 
expected to rise from 1,000 to 10,000 over the same 
period. Motor pump assembly at an annual rate of 
20,000 pumps is programmed to begin in 1971-1972. 
This will permit an annual addition of about 100,000 
hectares to the amount of land under irrigation. 


The second five-year plan underlines the import- 
ance of encouraging private enterprise in lines of 
activity other than those reserved for public enter- 
prises, and stipulates that foreign investors be given 
the same advantages as national investors, in addition 
to the facilities relating to the transfer of profits and 
repatriation of capital. 


Infrastructure 


The construction of the modern port of Sihanouk- 
ville which now handles around 750,000 tons of cargo 
annually, and the completion of the 263 km Phnom 
Penh-Sihanoukville railroad early in 1970 (both with 
French assistance) together with the Phnom Penh- 
Sihanoukville highway completed earlier (with 
American aid), have contributed to a massive 
strengthening of the economic infrastructure in 
Cambodia. Furthermore, the modern port town of 
Sihanoukville is being developed as a major industrial 
centre with the petroleum refinery plant and brewery 
already in operation and with power generation of 
1,000 kW capacity. Several new industrial units 
under the public sector such as an urea plant, a 
vegetable oil mill and a starch factory are to be 
located at Sihanoukville. 


Given the speed at which activities at Sihanouk- 
ville port are growing (from 95,000 tons of cargo 
in 1961 to 750,000 tons in 1968), the second five-year 
plan envisages the expansion of the port capacity to 
handle 1,200,000 tons annually by 1972. Establish- 
ment of a free industrial zone at the port, with a 
view to stimulating entrepdt industrial activities by 
Cambodian and foreign enterprises, is being studied. 


The ,total supply of electric power in 1967 was 
of the order of 165 million kWh, which is expected 
to rise to about 320 million kWh by 1972 with the 
completion of the two major hydro-electric projects 
on which work began in 1968: namely the hydro- 
electric power station at Kirirom (50 million kWh) 
and the Phnom Penh thermal power station (100 
million kWh). Work on the Mekong Committee’s 
hydro-electric project at Prek Thnut is expected to 
start in 1971, 
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Tourism 


The historic riches of Cambodia at Angkor have 
attracted international visitors at a rapidly expanding 
rate in recent years, as improvements have been made 
in tourist facilities and arrangements for international 
airlines. Exchange earnings from tourism increased 
steadily from 16 million riel in 1965 to 75 million 
riel in 1968. The total number of tourist visitors to 
Cambodia rose from 22,000 in 1964 to 35,000 in 
1968; half-year figures for 1969 suggest a further 
increase of nearly one third in the number of tourists 
in that year. Given the growing international interest 
in the cultural heritage of Cambodia and the speed 
with which the country is being integrated into the 
international air network, the tourist potential is great. 


The Second Five-Year Plan visualizes an increase 
in the number of tourists to more than 100,000 by 
1972. The actual investment outlay in tourist infra- 
structure over the first two years of the plan period 
exceeded the figure of 110 million riel anticipated 
for the entire five-year period. International technical 
and financial assistance for the development of tourist 
infra-structure in the Siem Reap-Angkor area is under 
active consideration. 


External trade and balance of payments 


Total merchandise imports into Cambodia in the 
year 1968 were of the value of 3,416 million riel as 
against total merchandise exports valued at 3,038 
million riel. Rice and rubber together account for 
about three-quarters of total export earnings, with 
maize as the other single important item accounting 
for about one tenth of total exports. Among the 
other items which together add up to about 15-20 
per cent are pepper, beans, minor forest products and 
kapok. The average percentage distribution of the 
principal items in total export earnings of the 
economy over the period 1957-1966 are as follow: 
rice (41), rubber (33), maize (9), others (17).> 


The direction of export trade over the period 
1957-1964 indicates that about 33 per cent of exports 
were destined for other Asian countries, 26 per cent 
for France and the franc zone, and 41 per cent for 
the rest of the world. Singapore and Hong Kong 
are the two most important countries for exports in 
the Asian region, with mainland China and Japan 
ranking next in importance. Apart from the tradi- 
tional links with France, exports to franc zone 
countries have acquired importance in recent years, 
especially exports of rice to Senegal. Among the 
countries in the rest of the world, exports to the 
United States constituted as high as 30 per cent of 
total exports in 1959 but currently account for only 
about 5 per cent. In recent years, trade with East 
European countries has been gaining in importance. 


5 Remy Prud’homme, op. cit. 
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In respect of imports, the Asian region accounts 
for 35 per cent of total imports, Western Europe for 
43 per cent (of which France alone accounts for 
19 per cent), Eastern Europe for 7 per cent and the 
United States and Canada for 20 per cent. 


A study of the commodity structure of imports 
over the period 1957-1966 shows that metals and 
metal products constituted 28 per cent of the total, 
textiles 15 per cent, food products 11 per cent, vehicles 
8 per cent, mineral products 7 per cent, cement 3 
per cent and the rest 27 per cent. 


The balance of trade has been maintained in 
recent years principally by restricting the size of 
imports. It is expected that the favourable export 
prospects of the current year will facilitate a higher 
level of external trade. 


External aid to Cambodia over the past four 
years has had modest proportions, with 156 million 
riel in 1965, 556 million riel in 1966, 156 million 
riel in 1967 and 477 million riel in 1960. Cambodia 
became a full member of the Asian Development 
Bank in 1968, and recently joined the international 
Monetary Fund and the World Bank. In autumn 
1969, the currency was devalued by 57 per cent, 
establishing the current rate of exchange at 55 riel 
per dollar. 


Public finance 


The total budgetary expenditure in 1968 was of 
the order of 7 billion riel; 42 per cent consisted of 
expenditure on civil administration personnel and 19 
per cent on defence personnel. Equipment for civil 
administration and defence accounted for 16 per cent, 
and debt servicing for 8 per cent. Capital expendi- 
ture (investment) constituted 13 per cent. In respect 
of sources of finance for budgetary expenditure, 
receipts through direct and indirect taxation (other 
than customs and excise) constituted 31 per cent and 
receipts through excise and customs accounted for 
39 per cent. National Bank of Cambodia advances 
and other borrowings provided 13 per cent of 
budgetary finance. Whereas foreign aid support to 
the budget averaged 400 million riel over the period 
1960-1963, since 1964 this has been totally absent. 
Moreover, borrowings have played an increasing role 


since 1964. 


Economic policy 


In 1963 some major lines of economic activity 
such as import-export trade, banking and insurance 
were nationalized. The subsequent years witnessed a 
further nationalization of several business enterprises. 
However, in the autumn of 1969 the Government 
announced a major policy re-orientation towards 
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liberalization and “dis-engagement”. This meant that 
the Government would withdraw from previously 
nationalized lines of activity which it considered itself 
inadequately qualified to manage. State control 
would remain wherever it was deemed necessary, care 
being taken to maintain and improve economic 
efficiency. 


The import-export trade is no longer a state 
monopoly although the export of rice and its deriva- 
tives, maize and rubber, and the importation of 
products financed by Government’s own exchange 
resources remain exclusively in the hands of the public 
sector. Practically all fields of domestic production 
and service activity are open to private enterprise. 
Government monopoly is restricted to the generation 
and distribution of electric energy (with installed 
capacity exceeding 500 KVA), production of arms 
and ammunition, and railways, telecommunication 
and postal services. Commercial banking operations 
continue to be carried on exclusively by state-owned 
banks, but establishment of private financial institu- 
tions for dealing in medium and long-term credit 
is now permitted. 


Ceylon 
Introduction and general outlook 


After the disappointing growth rates in 1965 and 
1966, the gross national product rose by 4.4 per cent 
in 1967 and by a spectacular 8.3 per cent in 1968. 
In 1969 the rate of growth of gross national product 
was 5.7 per cent.® 


Significant change is taking place in the com- 
position of output as production for domestic use, 
especially in agriculture, is becoming increasingly 
important in the wake of difficulties to expand exports. 


The growth rate in agriculture is mainly a 
reflection of the success of Ceylon’s self-sufficiency 
programme in rice and other foodstuffs. Rice pro- 
duction in 1969, however, remained stagnant because 
of drought, occurring in several places. Production 
of subsidiary foodstuffs, on the other hand, rose 
significantly in 1969, but export crops showed 
declines. 


In manufacturing, increases occurred mainly in 
the output of electrical machinery, rubber goods, 
garments, cement and animal and poultry products. 
State Industrial Corporations have contributed greatly 
to the increase in output and most of them have been 
transformed into viable commercial undertakings. 


6 Growth rate for 1969: Official estimates from Ceylonese authori- 
ties; earlier years from the Central Bank, Annual Report 1968. The , 
Statistical Pocketbook of Ceylon, issued by the Department of Census: , 
and Statistics, gave the following growth rates in GNP: 1966: 4.6 per 
cent, 1967: 5.3 per cent and 1968: 7.8 per cent. 
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as 


Most of the growth in manufacturing occurred 
as a consequence of the. devaluation and the intro- 
duction of the Foreign Exchange Entitlement Scheme 
which liberalized imports, mainly of raw materials 
and machinery. Sustained growth in this sector will 
require stepping up investment outlays. 


Ceylon’s success in boosting its production for 
domestic use should not disguise the fact that pro- 
duction for exports still constitutes a large share of 
GNP and the adverse movement in the terms of trade 
should be taken into account when estimating the 
real rate of growth. Terms of trade during 1968 
fell by 7.9 per cent, resulting in a loss of income of 
Rs 821.3 million in that year as compared with a 
loss of Rs 667.1 million in 1967 (in constant 1959 
rupees). Real National Income, adjusted for adverse 
movements in the terms of trade, amounted to Rs 
8,042.2 million in 1968 and Rs 7,512.0 million in 
1967. The growth rates in both years were corres- 
pondingly reduced to 7.0 per cent and 2.5 per cent 
respectively. Real gross national product was reduced 
by Rs 811 million in this respect in 1969.7 


The rapid growth of national income in the past 
few years, as well as devaluation of the currency, 
has resulted in a rise in the cost of living. Prices 
which had been kept stable for a long time started 
to rise in 1967 and continued to increase in both 
1968 and 1969. By August 1969, the average price 
index was 7 per cent above the level of the same 
period in 1968. The pay rise accorded to civil 
servants on 1 October 1969, coupled with the partial 
devaluation under the Foreign Exchange Entitlement 
Scheme will continue to stimulate prices, and restric- 
tive credit policies are maintained although the 
government budget shows an ever larger deficit. The 
increase in the price level has created some unrest; 
strikes and disorders became more frequent in the 
latter part of 1969. The picture for 1970 shows the 
dominance of the balance of payments problem over 
other issues. In 1969, rubber prices were unexpected- 
ly high. Even if they stay at this high level, and 
allowing for larger aid inflows, Ceylon’s capacity to 
import will be significantly less than in 1969. In 
1969, foreign reserves continued their downward trend 
and the FEEC rate was again devalued to 55 per 
cent above the official rate. The repayment of foreign 
loans and short-term liabilities falling due will neces- 
sitate a scaling down of the import programme. If 


7 Central Bank, Annual Report 1968, p. 40; 1969 figures from 
Ceylonese authorities. The terms of trade effect is calculated as fol- 
lows: exports are first deflated by an export price index at fixed weight 
of the year 1958 to obtain exports at constant prices. Constant-price 
exports of tea, rubber, and other commodities thus obtained are then 
deflated by a common import price index which is made up of import 
prices in rupee terms without the FEEC. The weight used for exports 
covers 99 per cent of exports while that of imports covers more than 
84 per cent of total imports. The difference between the corrected 
export figures and the original export figures is then substracted from 
or added to GNP to obtain Gross National Income. 


aid disbursements can be stepped up, and the lag 
between aid commitments and arrivals shortened, the 
outlook may be not as grim as it looks at present. 
The aid-Ceylon group of donors, meeting in February 
1970, have in fact committed much larger amounts 
of aid for 1970. A serious shortfall in necessary 
imports will seriously dampen the growth rate, 
especially in the manufacturing sector. Although the 
agricultural sector is expected to do well in 1970, 
the rate of growth will also depend on availability 
of imported inputs. 


Production trends in domestic agriculture 


As stated earlier, the growth in GNP in the last 
three years has been mainly due to Ceylon’s success 
in boosting domestic agricultural production after the 
drought in 1965. This was accomplished by a set 
of policies which included substantial subsidies for 
fertilizers, irrigation, water and seeds. Tractor ser- 
vices are also made available at subsidized rates 
from government pools, raising the guaranteed price 
and direct government investment in agricultural 
infrastructure and in the opening up of new lands. 
It must be noted that rice, the most important staple 
in the diet in Ceylon, accounts for about 75 per cent 
of total cereal consumption. Large quantities must 
be imported as domestic production still supplied only 
about 75 per cent of consumption in 1968. Ceylon 
expects to achieve self-sufficiency in rice and certain 
subsidiary food crops by 1973/1974... 


In 1969, production in the maha season was 46.3 
million bushels, 6 per cent above the previous maha 
harvest, Production in the yala season, however, was 
adversely affected by a severe drought and the 
production for the whole year was practically the 
same as in 1968, falling short of the target set earlier. 
Floods in the last months of 1969 also affected 
production, but tanks and irrigation works were filled 
to the brim with water and damage from the floods 
will be offset by increased output in 1970. 


The spur to the success of the rice production 
drive outlined above was mainly the balance of 
payments problems facing the country, accentuated 
by the rice shortage in world markets with its adverse 
repercussions on prices during 1966-1967. The 
success of the import-substitution policy can be 
measured by the declining imports of rice, from 
642,000 tons in 1965 to 333,984 tons in 1968 and to 
259,558 tons in 1969. As a percentage of estimated 
total consumption, imports declined from 57 per cent 
in 1965 to 29 per cent in 1968. Because of rising 
rice prices, however, rice imports did not decline as 
fast in value terms. The value of rice imports only 
declined from US$58 million in 1965 to US$52 
million in 1968. 
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It has in fact been alleged that imports of rice 
did not fall as fast as they should have, given the 
production increases during the last three years. 
Thus, despite the impressive increase in rice pro- 
duction and the decline in imports, the domestic price 
of rice, almost paradoxically, continued to increase. 
In 1968, imports of rice were only 37,000 tons lower 
than in the previous year, although production at 
858,000 tons was 128,835 tons higher than in 1967. 
In addition to rice, Ceylon consumes a large amount 
of wheat which is all imported. In 1968, wheat 
imports amounted to 359,000 tons. The total cereal 
supply adjusted for stocks was 1,494 thousand tons. 
This is still considered only 90 per cent of demand 
at 1,660 thousand tons.8 Stock-building is given as 
another reason for large imports of rice in 1968. 


The increase in demand for rice is probably due 
to rising incomes. It is believed that the halving of 
the ration in 1966 to one measure of 2 lb per week 
has repressed demand and caused the rice price in 
the free market to double, from Rs 0.80 to Rs 1.60. 
Assuming a per capita consumption of 228 measures 
a year, the old ration provided about half the 
consumption but the new measure provides only a 
quarter. The cut in the ration apparently provided 
the necessary incentive to the farmers to produce 
more for their own consumption and the higher price 
resulting from the reduction in the ration also 
stimulated production. Since the cut in the ration, 
the open market price tends to be higher than the 
guaranteed price given by the Government, making 
it difficult for the Government to purchase sufficient 
quantities. This may be another reason why imports 
were not further reduced. The guaranteed price paid 
to farmers, which had stood at Rs 12 per bushel since 
September 1952, was increased to Rs 14 at the time 
of the November 1967 devaluation. The landed cost 
of imported rice increased from Rs 7.32 per bushel in 
1966, to Rs 13.6 in the first half of 1968. Meanwhile, 
the weighted average price received by producers rose 
from Rs 11.6 per bushel in 1966 to Rs 13.6 in 1967 
and Rs 15.9 in 1968. The quantity of rice purchased 
under the guaranteed price scheme was 60 per cent 
of the total output in 1965/66 but declined to around 
25 per cent in 1967/68. 


Ceylon’s import-substitution policy extends also 
to subsidiary foodstuffs as a large amount of foreign 
exchange has been spent annually on such foodstuffs 
as chillies, potatoes and red onions. The import bill 
for such foodstuffs was $18 million in 1968, or about 
4.5 per cent of total imports. Imports of potatoes 
have been banned since 1967. In 1969 production 
of potatoes rose by 168 per cent, chillies by 120 per 
cent, groundnuts by 70 per cent, maize by 31 per 
cent and red onions by 4.3 per cent. 


8 Based on per capita rice consumption of 228 lb and wheat con- 
sumption of 82 Ib per year: Central Bank Report, 1968, p. 17. 


Production trends in export agriculture. Tea 
production in 1969 declined by 2.3 per cent to 484.2 
million lb. Export volume during 1969 was 444.7 
million lb, or 3.2 per cent below that of 1968. A 
fall in price of 14 cents per lb accentuated the decline, 
and the net earnings from tea exports were only Rs 
1,061 million, or 8.6 per cent less than in 1968. 


Apart from the increasing quantities being offered 
at the Colombo auctions, the large accumulation of 
tea in London and the withdrawal of the USSR from 
the Colombo tea market after purchasing an estimated 
4.5 million lb, may have also been responsible for 
the decline. 


The long-term prospects for tea are still dis- 
couraging. Over the decade, export volume rose by 
30 per cent, but revenue from exports remained 
stagnant. In the future, emphasis will be placed on 
exporting higher quality tea. 


In order to help the industry, the Government 
introduced, with effect from 9 June -1969, a new 
sliding scale of export duty rebates which makes a 
distinction between teas from different elevations. 


The Government has held discussions with the 
Government of India on a joint approach to review 
the market situation and to stimulate and regulate 
the exports of tea from the two countries. _The main 
problem, however, continues to be the stagnant 
demand for tea in world markets although production 
increases by about 3 per cent annually. 


Production of rubber in 1969 was 332.5 million 
Ib, up by 1.4 per cent from 1968. Exports in 1969 
were 314.8 million lb, a decrease of 4.1 per cent 
from the preceding year. This was more than offset 
by a 36 cent per lb rise in the average price to 
Rs 1.37, making possible an increase of 30.2 per cent 
in export earnings from rubber in 1969. Rubber 
production and exports have increased steadily over 
the past few years. Between 1965 and 1968, rubber 
production rose by 25.7 per cent. Yields improved 
from 590 to 671 Ib per acre, an increase of 13.7 
per cent. This was due mainly to the replanting 
programme under which subsidies are paid for re- 
planting uneconomic rubber acreage with high-yield- 
ing clones. The total acreage replanted under the 
scheme amounted to 264,047 acres at the end of 1968, 
almost half the total acreage under rubber.? 


Coconut products exports, the third most im- 
portant export crop of Ceylon, suffered a setback in 
1969 when earnings from all three main export 
products, (dessicated coconut, coconut oil and copra) 
were only Rs 221.4 million, 33.2 per cent less than 
exports in 1968. Export volume in the period con- 
tracted drastically; accentuated by price falls in all 


9 Economic and Social Progress, p. 29. 
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three principal coconut products. Production in 
1969, at 894.6 million nuts, was 18.3 per cent less 
than in 1968. 


Production Trends in industry 


The high rate of growth of manufacturing and 
construction during 1968 was mainly due to the 
liberalization of imports instituted when the FEEC 
Scheme!” was put into effect and the bulk of inter- 
mediate goods imports was put under open general 
licence. It therefore meant a higher rate of capacity 
utilization in manufacturing rather than the commis- 
sioning of new factories. 


Production of most commodities in the State 
Industrial Corporations attained higher levels in 1969 
than in the previous year. Cement production rose 
by 27 per cent, cement bags by 91 per cent, textiles 
by 54 per cent and yarn by 25 per cent. Production 
increases ranging between 11 per cent and 77 per 
cent were recorded for tyres, ilmenite, poultry feed, 
ceramic ware and sanitary ware. Several other 
industries suffered minor setbacks in production. 
Although private sector production figures are not yet 
available, there are indications of a similarly favour- 
able performance in that sector. Public sector 
production is quite important in Ceylon as it accounts 
for 10-20 per cent of total manufacturing production. 


The increasing output in most of these state 
factories, apart from the boost they were given from 
liberalization of imports, stems from the efforts to 
improve their management and operational efficiency. 
As a result, profit levels have risen steadily and have 
contributed considerably to government revenue. By 
1969, all except two corporations under the Ministry 
of Industries had been turned into viable commercial 
undertakings. Profits before taxation in state com- 
panies increased from Rs 13.2 million in 1965/66 to 
Rs 35.4 million in 1968/69. They are expected to 
rise further to Rs 51.2 million in 1969/70.1 A survey 
made on return on investment before tax in all state 
corporations shows an everage rate of 5.2 per cent in 
1967/68 and an estimated 8 per cent average rate for 
1968/69. 


Despite these encouraging features, the industrial 
sector in Ceylon is still faced with problems. The 
most important problem seems to be the apparent 
lack of direction of the industrial sector within 
over-all planned development. 


The mere fact that state corporations are publicly 
owned does not make it easier to direct them towards 


10 The FEEC Scheme is discussed under External Economic Rela- 
tions. 

11 State Corporations observe the financial year 1 April to 31 March 
in contrast to the financial year 1 October to 30 September observed 
by others. Source: Ministry of Industries and Fisheries. 


the desired path of planned industrial development. 
The requirement for them to become commercial and 
the consequent drive to increase surpluses, while be 
neficial from the standpoint of government revenues, 
will certainly not by itself contribute to effective 
control over industrial development. In the past, 
precious foreign exchange has been spent on the 
setting up of industries which have later been said 
to be inessential for generating further growth. This 
has happened in spite of the directives for industrial 
development in 1966 which were supposed to set the 
priorities for industrial development. 


A related problem’ is the failure of assembly 
plants to comply with the stipulation to increase 
progressively components manufactured in Ceylon. 
The Ministry of Industries has issued a warning to 
such industries, mainly in the private sector, that their 
registration licences will be cancelled if they fail to 
manufacture components locally. 


In addition, the Ministry of Planning, with the 
assistance of UNDP and in consultation with the 
Ministry of Industries, is drawing up an extensive 
industrial development plan. Of great importance to 
future industrial development planning is the recent 
restructuring of the Industrial Development Board, 
established in 1965. After parliament’s approval of 
the new Industrial Development Act, the completely 
restructured Industrial Development Board will be 
set up in February 1970, carrying out its functions 
through a number of divisions and agencies. The 
act also provides for an Industrial Development Fund 
to be financed from a special cess on manufacturing 
industries. 


A survey conducted by the Central Bank indicates 
that consumer goods accounted for 49.7 per cent of 
total production in 1968, down from the 63.3 per 
cent in 1964. Intermediate goods accounted for 34.2 
per cent as against 27.2 per cent in 1964, while 
investment goods increased from 9.5 per cent in 1964 
to 16.1 per cent in the same period.!? 


The period 1960-1964 saw the mushrooming of 
light consumer goods industries in response to the 
severe import restrictive policies imposed in the wake 
of balance of payments difficulties. Ceylon’s small 
market limits the growth of intermediate and capital 
goods industries. As so often happens where import- 
substitution industries take the form of finished 
consumer-goods industries, manufacturing in many 
cases has a high import content. Imported inputs 
account for between 50 and 60 per cent of total value 
in condensed milk and some metal and engineering 
products. 


With regard to private foreign investment, the 
policy to be followed by the Government is laid out 


12 Central Bank of Ceylon, Annual Report 1968, p. 65. 
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in a paper issued by the Ministry of Planning and 
Economic Affairs in March 1966. Apart from the 
usual incentives offered by most developing countries, 
the new policy also assures free transferability of 
profits and dividends.'® The last provision constitutes 
a considerable concession as remittance of current 
profits and dividends has been under moratorium 
since June 1964, though slightly liberalized in August 
1965 when the new Government came to power. 
With the introduction of the Foreign Exchange 
Entitlement Scheme (to be discussed more fully under 
the section on trade), in May 1968, equity and loan 
capital as well as profit remittances qualify for the 
FEEC rate. Liberal rules for transfer of salaries and 
savings by foreign personnel are also provided under 


the May 1968 FEEC Scheme." 


Despite the advantages provided, foreign invest- 
ment has been rather slow in coming into Ceylon. 
One of the reasons has been that the Ceylon 
Government has been quite strict in approving such 
investment projects. A clearer policy statement on 
the respective roles to be played by the public and 
private sectors should also help to encourage the 
inflow of foreign private capital. Up till the middle 
of 1969, only about thirty projects in which there 
is foreign participation had been approved. These 
projects include jeep and scooter assembling, batteries, 
bulbs, glass products, cotton and synthetic garments, 
diesel engines and radios. 


Industrial development will receive a further 
boost from the establishment of auto-assembly plants 
in Ceylon as a result of joint-venture projects. A 
Japanese company is already in operation with a 
small production, geared primarily towards the export 
market, and two other Japanese firms have been 
granted licences to produce cars for the home market. 


The Foreign Exchange Budget 


In August 1969, the 1969 Foreign Exchange 
Budget was published by the Ministry of Planning 
and Economic Affairs.’° Based on the performance 
of exports in the first months of 1969, especially on 
the sharp fall in tea prices in April, exports were 
revised downward to Rs 2,031 million from the earlier 
estimate of Rs 2,076 million. Imports were to be 
held at a level of Rs 2,522 million, indicating a trade 
deficit of Rs 491 million, The service account is 
projected to show a net deficit of Rs 81 million. 
This is mainly the result of increasing net outpayment 
of interest, profits and dividends and of private 
transfers which were expected to be larger than the 
net receipts from port operations of Rs 111 million. 


13 Government Policy on Private Foreign Investment, March 1966, 

14 Ministry of Planning, “The Foreign Investor and the FEEC 
Scheme” (mimeographed, unpublished). 

15 Ministry of Planning and Economic Affairs, Foreign Exchange 
Budget 1969, August 1969. 


Preliminary trade figures for 1969 show a larger 
deficit than expected, Imports were much higher 
than anticipated, mainly because the drought during 
the yala season necessitated larger food imports which, 
at $107 million, were $10 million higher than 
originally envisaged. Exports also fell short of 
expectations because declining tea prices were not 
fully offset by booming rubber prices. The increasing 
debt-service burden further aggravated the deteriorat. 
ing payments position,'? 


Apart from drawing further on its already low 
exchange reserves, Ceylon had to resort heavily to 
short-term borrowings from foreign commercial banks 
and entered 1970 with a much weakened liquidity 
position, Increasing aid arrivals as a result of larger 
aid commitments made in March 1969 will somewhat 
alleviate the precarious position, 


The trend in international trade 


While production for domestic use. showed en- 
couraging progress and contributed to the relatively 
high rates of growth in both 1968 and 1969, the 
performance of exports was much less satisfactory, 
‘xports during 1969 were only Rs 1,875 million, 
down by 5 million from 1968. The export value of 
tea and coconut products declined by 8.6 per cent 
and 33.2 per cent respectively. Had it not been for 
increased rubber exports, exports during 1969 would 
have given an even poorer performance. 


Ceylon’s minor exports rose rapidly from a small 
base and, at Rs 162 million, were 6 per cent above 
the 1968 figure. This was not only due to the upward 
revision of the FEEC rate, because minor exports in 
dollar terms rose significantly as well, 


The increase in exports of manufactured goods, 
although from a smaller base, has been of major 
importance since the introduction of the FEEC scheme 
in June 1968. During 1968, these exports rose by 
53 per cent, measured in US dollar terms, ‘The 
sectors which expanded most rapidly were iron and 
steel items, aluminium products, boots and shoes, 
chocolate and chocolate products, clothing, tinned and 
bottled fruits, glycerine and tea machinery. Liberal- 
ization of imports made possible the fuller utilization 
of capacity by making available hitherto scarce 
quantities of raw materials and essential inputs, 
Other incentives include a full rebate on import duty 
on raw materials used for exports, exemption from 
turnover taxes and excise dutics, a three-year tax 
holiday in respect of profits derived from approved 
new industrial exports, an income tax rebate and full 
deductibility of marketing expenses abroad, 


16 Interest and repayments amounted to 14 per cent of export carn- 
ings during 1969, 
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One potential minor export, precious stones, did 
not seem to be growing fast, although unrecorded 
exports of such stones are believed to be substantial. 
To encourage such exports, gem exporters are given 
a licence for the import of precious stones and 
precious metals up to 25 per cent of their export 
earnings and the export duty on gems was abolished 
in November 1968, but these incentives do not appear 
to have been sufficient. 


Table II-2-3. Ceylon: 


Commodity 


pear wees 


million Ib 


Rubber million Ib 
Three major coconut 
products: 

Dessicated coconut cwt 


Copra cwt 


Coconut oil ton 


Other exports 


Total . 


Source: Ceylon authorities. 


Changes in commercial policy 


Under the Foreign Exchange Entitlement Scheme 
introduced in May 1968, certificates are issued to 
those who surrender foreign exchange to commercial 
banks against the exports of new commodities, (thus 
excluding tea, rubber and coconut products, the three 
major exports, but coir fibre is entitled to the certi- 
ficate), and also against certain inward remittances, 
such as tourist expenditures and approved capital 
investments. Holders of these certificates are entitled, 
subject to proper import and Exchange Control 
requirements, to purchase foreign exchange from 
banks at their selling rate for the payment of certain 
items of imports and other remittances as specified. 
The FEEC bonus over the official exchange rate of 
Rs 5.95 per US dollar, was set at 44 per cent in 
June 1968 and increased to 55 per cent in June 1969 
as a consequence of continuing pressures on the rupee. 
This gives an effective rate of Rs 9.23 per US dollar 
for the commodities falling under the scheme. 


Merchandise imports are classified into “A” and 
“B” categories. All payments for A category imports 
are to be made at the official rate while the B category 
is sub-divided into two groups. One group is subject 


Year 


1968 
1969 
1968 
1969 


1968 
1969 
1968 
1969 
1968 
1969 
1968 
1969 
1968 
1969 
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to quota allocations in the foreign exchange budget 
but requires, in addition, the surrender of certificates. 
The second group comprises Open General Licence 
Imports!’ which also require the surrender of certi- 
ficates to the full value of the foreign exchange 
payment. The previously levied 10 per cent licence 
fees on commercial imports have been abolished. Aid 
imports falling within the A category are exempted 
from licence fees, but aid imports falling within the 


Quantity and value of exports, 1968 and 1969 


Value 


Price 
Quantity Rs million Rs 
459.6 1,161 2.53 
444.7 1,061 2.39 
328.3 331 1.01 
314.8 431 1,37 
1,381,803 164 118.5 
1,017,251 87.4 85.9 
21,257 34 1,585 
19,044 26 1,365 
1,261,158 133 105.4 
1,104,518 108 97.5 
— 153 os, 
162 —_— 
— 1,975 _ 
— 1,875 —_ 


second group of the B category are subject to an 
import licence fee of 20 per cent. Payments for 
such imports do not however require the surrender 
of certificates. Imports under the Open General 
Licence system can only be made against letters of 
credit and certificates have to be surrendered at the 
time of opening letters of credit. Certain counter- 
vailing changes have also been made in the import 
tariff structure consequent upon the implementation 
of the Foreign Exchange Entitlement Certificates 
Scheme. All other payments, except for certain 
classes specifically exempted, require the surrender of 
certificates of equivalent value. Since October 1969, 
imports by government departments, with a few 
exceptions, were put under the FEEC scheme. They 
were previously exempt. | 


The raising of the rate of FEEC to 55 per cent 
in June 1969 was prompted by the bunching of 
payments due to the arrival of imports which had 
been ordered during 1968 and the first months of 
1969 under the Open General Licence Schemes. The 
decision to raise the FEEC rate was also meant to 
create more selectivity in industrial development and 
to encourage further import substitution. 


17 Ceylon Daily News, 7 December 1969. 
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Imports during the first seven months of 1969 
were Rs 1,456 million, or 11.2 per cent above the 
1968 figure. The trade deficit for that period is Rs 
286 million, larger than the deficit experienced in 
the same period of 1968.18 


Although there was a better aid inflow, the 
discouraging performance of exports, coupled with 
payments on external debts and other outflows during 
1969, forced the Government to adopt a cautious 
attitude towards imports. Re-introduction of control 
of certain imports and cuts in import quotas already 
issued became necessary. The outlook for 1970 is 
bleak and free foreign exchange for imports is likely 
to be only about two thirds of the amount for 1969, 
about Rs 1,500 million as against Rs 2,100 million. 
In 1970, an estimated Rs 934 million will be required 
to maintain a fairly extensive Open General Licence 
system, but only about Rs 775 million is likely to 
be available.’ 


Foreign aid inflow 


Since aid from Western countries to Ceylon was 
resumed in 1965 when the new Government came in, 
and Ceylon pledged to pay compensation to foreign 
oil companies, five meetings of donor countries were 
convened by the IBRD for the purpose of mobilizing 
aid to Ceylon and these resulted in five programmes 
of aid. Project aid during these years has not been 
as important as commodity aid, but its importance 
has increased in the last two years. Total project 
aid pledged has been increasing steadily from Rs 26.4 
million under the first programme to Rs 91.6 million 
under the fifth programme.”° 


Commodity aid pledged was much larger and 
shows a similar rising trend; from Rs 200.9 million 
under the first programme to Rs 401.8 million under 
the fifth programme. By 30 June 1969, aid arrivals 
were only Rs 724 million, or 73 per cent of aid 
pledged under the first four programmes. A break- 
down of aid arrivals by commodity shows that wheat 
flour and fertilizers are the two most important 
commodities under the aid programme, followed by 
industrial raw materials. 


Actual commodity aid arrivals in 1969 were Rs 
300 million, 15.7 per cent higher than in 1968, 
Project aid amounted to Rs 50.4 million, 15.6 per 
cent higher than in 1968. 


The original estimates envisaged a gross utiliza- 
tion of Rs 213 million from project loans and grants 
and Rs 263 million from commodity aid in the 
1968/69 financial year. Revised estimates put project 

18 IMF, International Financial Statistics, November and December 
1969. 


19 Ceylon Daily News, 7 December 1969. 
20 Ministry of Planning and Economic Affairs, Foreign Aid, 1969. 


and commodity aid utilization respectively at Rs 170 
million and Rs 280 million, (United States PL480 
aid is considered as project loans as its counterpart 
is used for agricultural development) .*! In February 
1970, the aid-Ceylon group committed Rs 640 million 
worth of aid as against Rs 575 million in 1969 and 
actual disbursements of only Rs 360 million. 


Monetary policy and the behaviour of prices 
and wages 


During the first eight months of 1969, money 
supply decreased by Rs 32.7 million, or 1.7 per cent, 
over the same period of last year. This is in contrast 
to the increase in money supply by Rs 31.9 million, 
or 18 per cent, during the first eight months of 
1968. The main expansionary factor was bank credit 
to the private sector, which rose by Rs 153.5 million. 
Government corporations shared Rs 54.8 million of 
the total, co-operatives Rs 27 million and the rest of 
the private sector took the remainder. Credit to the 
Government from the banking system increased by 
Rs 70.9 million. The main contractionary factor was 
the fall of foreign assets by Rs 204.0 million, 
reflecting the deficit in the payments account. This 
was reinforced by a substantial increase in fixed and 
savings deposits by Rs 96 million.?? 


For the past six years, the Government has 
followed a restrictive credit policy to check the rapid 
expansion of credit and this policy continued into 
1969. With the introduction of the FEEC scheme 
in 1968, the bank rate was again raised from 5 
per cent to 5.5 per cent and selective credit control 
was imposed. In September 1968, further restrictive 
measures were taken and commercial banks were told 
that, at the end of 1968, they should not raise the 
level of credit more than 8 per cent above the level 
of 31 August 1968. 


In January 1969, and again in May 1969, the 
restrictive ceiling policy was reiterated. The May 
1969 circular instructed banks not to increase their 
level of advances to the private sector by more than 
7 per cent of the April 1969 level, but loans to the 
export sector, including tourism, might be advanced 
by another 7 per cent. With effect from 16 June 
1969, commercial banks were also instructed to bring 
credit to public corporations under the ceiling 
imposed and to refrain from extending credit for 
non-essential purposes. On 12 January 1970, the 
bank rate was again raised from 5.5 to 6.5 per cent. 
Interest on Government long-term securities has also 
gone up to 6.5 per cent. 


The price level in Colombo, which started rising 
in 1967 after a long period of stability, continued 


21 Central Bank, Monthly Bulletin, August 1969, 
22 Ibid. 
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to rise in 1969. Food prices during the first eight 
months of the year were, on average, 5.9 per cent 
higher and constituted the lowest average rise, fuel 
and light being the highest at 21.6 per cent. Export 
prices rose by only 7 per cent but import prices rose 
even less, by 4.1 per cent. 


Meanwhile, for the first eight months of 1969, 
average wage rate indices for government employees 
and school teachers as well as indices for agricultural 
workers and industry and commerce remained un- 
changed, compared with the same period in 1968. 
The index of real wages, however, declined by 7.1 
per cent as a consequence of the increase in the cost 
of living.?8 


On 1 October 1969, a pay increase was granted 
to public servants. This will cost the Government 
about Rs 125 million a year. In the meantime, the 
rising cost of living has touched off a wave of strikes. 
Strikes have occurred in the Tyre and Fisheries 
Corporation and the Ceylon Petroleum Board; a strike 
in the Electricity Department plunged the whole of 
Ceylon into darkness for twenty-four hours.2* At the 
beginning of December, strikes in the railway system 
paralyzed railway transport and 14,000 dock-workers 
came out on strike for higher wages. 


In the private sector, strikes were declared by 
the trade unions in October, demanding that private 
sector wages be revised considerably upwards. 
Minimum wages demanded for unskilled and skilled 
labour were Rs 195 per month and Rs 240 per month 
respectively compared with the existing levels of Rs 
117 and Rs 130. Such demands seem to be justified 
as claims of underpayment in the private sector were 
confirmed by investigations made by the Labour 
Department. 


Public finance 


The total revenue of the Government of Ceylon 
for the first nine months of the 1968/69 financial 
year, October 1968 to June 1969, was Rs 1,733.6 
million (Rs 1,492.1 in 1967/68). Original estimates 
for the whole financial year were Rs 2,338.5 million. 
At an annual rate of Rs 2,311 million, this figure 
falls slightly short of the target. However, figures 
for the first eleven months of the financial year for 
certain major items of revenue indicate an accelera- 
tion in the FEEC scheme revenue, which jumped 
from Rs 65 million in 1967/68 to Rs 252 million in 
1968/69. However, customs revenues declined from 
Rs 777.8 million to Rs 743.8 million, mainly due to 
the abolition of the import licence fees in May 1968. 
Income tax receipts increased also, from Rs 252.9 
million to Rs 305.2 million. 


23 Thid. 
24 Mainly on account of the transformation of the Department into 
an Electricity Board, 
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Expenditure during the first nine months of the 
1968/69 financial year was Rs 1,502.4 million com- 
pared with Rs 1,364.0 million in 1967/68. The 
current surplus therefore increased from 126.1 million 
in 1967/68 to Rs 231.2 million in 1968/69. During 
the same period, capital expenditure rose from Rs 
299.3 million to Rs 394.9 million. Contributions to 
the sinking fund rose from Rs 88.3 million to Rs 103.1 


million. 


Revised estimates for the 1968/69 financial year 
show revenue to be Rs 2,461 million and current 
expenditure Rs 2,293 million, giving a surplus of 
Rs 168 million. Capital expenditure is estimated at 
Rs 906 million and net payment on advance accounts 
at Rs 25 million. The operating deficit is therefore 
Rs 764 million. This deficit has been financed by 
borrowings from domestic non-bank sources, use of 
commodity aid counterpart funds and external finance 
aid funds as well as by the issuance of treasury bills. 
Expansionary deficit financing was about Rs 153 
million. 


Meanwhile, the 1969/70 budget has been released, 
calling for record expenditure as well as revenue, at 
Rs 3,674 million and Rs 2,528 million respectively. 
The deficit will be financed as follows: domestic non- 
bank borrowings: Rs 375 million, commodity aid 
counterpart funds: Rs 325 million, foreign. project 
aid: Rs 177 million, new revenue proposals: Rs 


106 million and expansionary bank financing: Rs 
84 million.?5 


With effect from the beginning of the financial 
year 1969/70, foreign exchange payments by all 
departments other than those of the Food Commis- 
sioner, the Railway and the Electrical Department, 
were brought within the scope of the FEEC scheme. 
This will be a self-cancelling device so far as the 
budget is concerned as the additional revenue derived 
will be matched by additional expenditure by govern- 
ment departments. As a result of the measure, it is 
estimated that about 50 per cent of all imports has 
been brought under the FEEC scheme. 


China (mainland) 
Introduction 


The continuing lack of published statistics, 
coupled with large quantities of information of little 
solid economic content which can be verified through 
other means, makes for uniquely difficult problems 
in evaluating the mainland Chinese economy. The 
dramatic changes in the last few years have realigned 
the press closely to the Maoist or “leftist” line of 
stimulation of popular enthusiasm in which detailed 
economic information is difficult to isolate. Caution 
is thus necessary and the suggestions below are, by 


25 Budget Speech 1969/70, p. 28. 
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their nature, tentative. In agriculture, it is reasonably 
clear that output increased in 1969, and that a major 
strategy change involving a large increase in resources 
to agriculture, institutional changes and- increased 
rural capital construction has been taking place from 
the mid-1960s with an acceleration in 1968 and 1969. 
In industry, output fell in 1967 and began to recover 
in 1968, the improvement apparently continuing in 
1969. A change in strategy appeared in industry 
also, with a reversion to the policy of the very early 
1960s of industry helping agriculture by providing 
necessary inputs. In addition, stress is now laid on 
the development of medium and small-scale enterprises 
rather than large ones, as in 1957 and 1958. The 
size of the population remains unknown, but various 
estimates have been made and are presented below. 
Foreign trade, which declined during the period of 
the “Cultural Revolution”, began to recover in the 
second half of 1968. Sino-Soviet trade continues to 
diminish but an improvement in Chinese trade with 
Eastern Europe has occurred. 


Agriculture 


Important changes in policies towards agriculture 
have been made in mainland China in recent years, 
particularly since 1966, and the rate of change 
accelerated in 1968 and 1969. Major efforts to 
increase the supply of resources to agriculture are 
now occurring and major institutional changes are 
being attempted. 


The increased resources for agriculture consist 
of more labour, more machinery, more fertilizer, more 
and better land by way of reclamation, an improve- 
ment in the quality of labour through better health 
facilities, more low-level technicians and an increase 
in vocational training in agriculture. In addition, 
the popularization of new and better seeds has con- 
tinued and local research and experiments have been 
encouraged. There has been a great increase in these 
efforts during and since 1968. The increase of labour 
to agriculture comes largely from two sources, firstly 
from young persons transferred from urban to rural 
areas and secondly from cadres sent from offices and 
institutions to “May 7th” schools in rural areas.”° 
The young intellectuals volunteered or were sent to 
rural areas in large numbers, beginning about 
September 1968, although this policy is not new and 
dates back at least to 1955. It has been reported 
that the total sent in this way was about 40 million 
up to 1964, and it is estimated that as many as 20 
to 30 million were sent between autumn 1968 and 
autumn 1969 alone. The purely economic reasons 
for the policy are to achieve a reduction in urban 
unemployed youth, a reduction in urban congestion, 
a reduction in the problem of supplying food to the 


26“May 7th” schools were set up after Chairman Mao’s call on 
7 May 1966 and increased dramatically after October 1968. 


cities and an increase in labour power in the villages. 
The increase in the labour force in agriculture is 
about 6-9 per cent,?’ although due to lack of 
experience their effect may be smaller than the 
percentage increase might indicate. The cadres were 
transferred in an effort to reduce the bureaucracy and 
to add to the labour force in economic terms. The 
total involved is not known, but, in Tientsin, in the 
ten months from October 1968 to August 1969, over 
11,000 entered “May 7th” schools, representing 10 
per cent of the total office cadres of the city,?8 while, 
in one county in Shansi, two-thirds of the cadres 
were sent and, in some offices, 90 per cent entered 
“May 7th” schools.° 


A distinct effort to mechanize agriculture is now 
underway, with big increases in the tractors available 
reported from different rural areas. It has been 
argued in mainland China that mechanization in- 
creases yield per man but not per hectare and would 
not add to total output but rather release labour for 
which employment could not be created. A contrary 
view, the one now current, is that mechanization can 
increase the yield of land by combining the use of 
mechines with labour intensive methods and so total 
output can rise. It has been claimed that ploughing 
by tractors rather than animals*® can increase output 
by 10 per cent, and one brigade in Inner Mongolia 
reported a 7 per cent increase in yield by tractor 
ploughing and a 4.8 per cent increase by sowing 
with the use of machines.*! It is further believed 
that the labour released can be employed, on labour- 
intensive projects destined to improve the rural 
infrastructure, such as roads and irrigation and 
drainage canals, and thus boost production. Employ- 
ment can also be created by diversifying agriculture, 
setting up and running processing plants for rice 
and wheat, and in handicraft industries. In general 
terms, assuming unchanged techniques, the former 
view appears justified, but if techniques are changing, 
knowledge spreading and new products are emerging, 
then the current view may be justified. However, the 
problem of administering the large number of projects 
and allocating the exact quantities of materials and 
men in the right quantities and qualities at the right 
time existed in 1958 when it was attempted on a 
large scale and still remains today. A way of 
mechanizing agriculture avoiding the problem of 
released labour is to mechanize drainage, irrigation 
and processing first rather than to mechanize plough- 


27 Based on a present agricultural working population of 350 
million, 

28 People’s Daily, 18 August 1969. 

29 Radio Peking, 27 October 1968; New China News Agency 
(NCNA), 12 December 1969, 

30 “Two diametrically opposite lines in agricultural mechanization”, 
Nung-yeh Chi-hsieh Chi-shu, 9, 1968, Survey of China Mainland 
Magazines (SCMM) 632. 

31 “Conditions created by mechanization for penetrating and ex- 
tensive development of production”, Nung-yeh Chi-hsieh Chi-shu, 
9, 1968, SCMM 632. 
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ing, which, it is reported, many places chose to do.* 
Honan Province reportedly sank 90,000 power-operat- 
ed wells in 1968/69, 90 per cent more than the total 
before 1967, increasing the area under this type of 
irrigation to 660,000 ha.** Mechanizing irrigation 
and drainage by means of pumps can actually add 
to the demand for labour under certain circumstances, 
for example when weeds grow faster because of the 
improved growing conditions. The movement towards 
local small-scale industrial development also adds to 
labour demands for brick-making and construction 
work as well as for operating workshops or factories.** 


Efforts have been made in recent years to 
improve the supply of fertilizer by means of mass 
labour collection of fertile materials,®° construction 
of some large chemical fertilizer plants, e.g. in Hopei 
and Shansi, and particularly by great efforts to build 
numerous small chemical fertilizer plants. Fertilizers 
were in short supply in 1967 and early 1968. Major 
efforts to develop small-scale** locally-run chemical 
fertilizer plants were made in 1968, and especially 
in 1969, in almost all parts of the country, with 
Shantung, Kwangsi, Hopei, Honan and Heilungkiang 
in particular being singled out for mention in the 
press. These small plants use coke and other indus- 
trial by-products as inputs, together with any other 
suitable material available locally. In Shantung and 
Hopei the application of fertilizer per hectare is 
reported at twice the level of 1965 and chemical 
fertilizer output in Heilungkiang in 1969 was reported 
to be at twice the level of 1968. In Hopei, over 
half the chemical fertilizer output in 1969 was 
reported to be coming from small plants. The total 
capacity of these rapidly constructed chemical ferti- 
lizer plants is variously reported as being five times 
or six times the capacity existing in 1965. The 
attention to developing small-scale plants is in line 
with the current policy of the Government and is 
justified on the ground of low investment and quick 
returns. The plans can also utilize local resources 
fully and be financed locally, thus reducing the central 
government’s burden. There is some disparity be- 
tween estimates of output of chemical fertilizers, with 
two estimates for 1966 of 5 million tons and 5.1 
million tons and another later estimate of about 11 


32 “Six hundred million peasants are masters of the cause of farm 
mechanization”, SCMM 628, Nung-yeh Chi-hsieh Chi-shu, 8, 1968. 

33 “Central China Province speed up development of small scale 
industries”, NCNA, 10 November 1969, SCMP 4539. 

34In 1958, a labour shortage was reported, partly due to a good 
crop and partly due to the transfer of labour to rural industrial work. 
As a result, some of the crop could apparently not be harvested in 
time. 

35 Part of the labour being released by use of machinery. 

36 In Hopei, equipment designed with an annual capacity of 4,500 
tons of synthetic ammonia was described as small. NCNA, 15 De- 
cernber 1969, SCMP 4562. 


million,’? and ranges from 7.5 less to 12 million tons 
for 1967 but the lower figure seems more probable. 
Imports in 1966 were estimated at 3.5 million tons 
and in 1967 variously estimated at 3.5-5 million tons, 
while contracts placed in 1968 for fertilizer imports 
registered an increase. A rough estimate of output 
for 1969 would probably lie within the range of 
9-13 million tons although this is very tentative. In 
1968, over one-third of the output of nitrogenous 
fertilizer was produced in small plants.38 As far as 
can be determined from reports, all the new and 
re-opened small plants®*® are producing nitrogeneous 
fertilizers, which are the most needed fertilizer in 
mainland China. Due to the rural location of the 
majority of the new small plants it is likely that the 
increased output is spread more widely than in the 
past, since the output is largely used locally. 


Efforts have been made to increase the area 
under cultivation*® by means of reclamation in recent 
years. A start was made on this in 1964/65 but the 
real impetus developed in 1968 and 1969, particularly 
in the winters 1968/69 and 1969/70. Land has been 
reclaimed from the sea, swamps drained and hills 
terraced to increase the cultivated area.*! In addition, 
the irrigation and drainage systems*? have been 
improved and more fertilizer applied to increase the 
yield. 


The role of mass labour for construction work 
and that of the “People’s Liberation Army” (PLA) 
has been noticeable in reclamation work. The PLA 
has always contributed to the economy to some extent 
by providing labour at busy seasons in agriculture 
and by running its own farms, but its role has 
increased in recent years, with extensions into ad- 
ministrative work in government, factories, schools, 
etc. and functions in medical work and land reclama- 
tion. The PLA provides assistance to peasants, 
(sometimes technical assistance, such as dynamite 
work) and also does reclamation on its own. In 
Kwangtung, for example, the PLA assisted peasants 


37 Issues and Studies (1 & 8), September 1969, calculated from the 
text gives 11.4 million m.t. approximately for 1966 and 7.5 million 
m.t. for 1967; Mr. Larsen in An economic profile of Mainland China, 
1967, gives 5 million tons for 1966; “Progress Report” on mainland 
China agricultural potential prepared for the Department of State by 
Stanford Research Institute 1967, gives 5.1 million tons for 1966; 
O, L. Dawson, Communist China's agricultural development and 
future potential, 1968, gives 8.0 million tons for 1967; the Japanese 
Association for Promotion of International Trade gives 12.0 million 
tons for 1967. 

38 People’s Daily, 10 April 1969, 

39 Some were closed in the early 1960s on grounds of inefficiency 
and competing with large plants for materials in a period of great 
shortages, 

40 The total cultivated land is approximately 12 per cent of the land 
area; the maximum worth cultivating is about 15 per cent. 

41 An interesting example of increasing the area cultivated is’ taking 
over land that no one was responsible for previously due to bad plan- 
ning. This was done in one area and half a million mulberry trees 
reportedly planted over three years. People’s Daily, 11 November 
1969, Survey of China Mainland Press (SCMP) 4541. 

42 The use of mechanization of irrigation was mentioned above. 
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to reclaim land on hill-sides by terracing and to build 
water conservation projects such as canals; in all, 
over 190 km of canals were dug, over 700,000 m* 
of earth and stonework moved and 133 ha of terraces 
opened up,** during August-November 1969. It was 
reported that an aggrevate labour force of over two 
million was engaged. The PLA also helped reclaim 
a large tract of 3,500 km? of swamp and alkaline 
land in Liaoning province, and helped with reclama- 
tion on an island near Shanghai and _ irrigation 
projects along the Yellow River. A notable example 
of how the PLA is increasing the land under 
cultivation is their planting of crops around the 
runways of airfields since 1967.44 


Students too have helped in reclamation work 
such as the 4,200 ha reclaimed from the sea in 
Hangchow Bay by 40,000 peasants and_ students. 
The extensive use of mass labour is revealed in several 
reports, such as that in November 1969 over 2.7 
million commune members were working on reclama- 
tion and water control projects; in the Liu-an 
administrative region of Anhui Province, 100,000 
people were working on water control schemes, and 
in five nearby counties 150,000 people were building 
a dyke 50 km long. In all mainland China, according 
to some sketchy statistics, over 37 million people were 
engaged in water control projects in eleven provinces 
and autonomous areas in the winter 1968/69. The 
winter of 1968/69 was a period of tremendous 
increase in the amount of capital construction by 
labour-intensive methods, largely to reclaim or to 
improve the land. It is believed that construction on 
this scale was last observed in the winter 1957/58, 
the prelude to the “Great Leap Forward”. 


A good deal of effort has gone into attempts to 
improve rural health facilities, but not much was 
apparently achieved until 1968 when this movement 
developed strongly. In part it is meant to rectify 
a long existing imbalance between urban and rural 
services, and, if successful, the result will be to 
improve the health and hence the productivity of 
rural labour. A concerted drive has been made to 
move doctors and nurses from urban hospitals to 
rural areas and, according to provincial radio broad- 
casts, over 37,000 health workers were relocated in 
the eight provinces of Kiangsi, Kwangtung, Honan, 
Heilungkiang, Kueichow, Kansu, Inner Mongolia and 
Hopei. The phenomenon of “barefoot doctors’”*® has 
appeared in rutal areas to supplement the inadequate 
rural services, but this entails some risk for patients. 
A new medical scheme** for rural areas has been 
established which a member can usually join by 


43 NCNA, 16 November 1969, SCMP 4542. 

44 NCNA, 4 December 1969, SCMP 4554. 

45 Mainly young peasants with a few years education often to junior 
middle school level with a short course of about two months in basic 
medical practices. 

46 Similar schemes were apparently tried in 1957 and 1958 and 
failed or, alledgedly, were sabotaged by Liu-ist agents. 


paying the small per capita fee of one yuan per 
annum, the production team of which he is a member 
paying a smaller fee. Except for sufferers from 
chronic complaints, members pay five fen for each 
treatment and receive free medicine. Local variations 
of this scheme exist. It appears that drugs and 
medicines are short, and cheap traditional remedies 
are frequently used. The PLA has also been active 
in rural health work during the last two years in 
providing medical teams and doctors. 


An improvement in labour quality has been 
attempted by a drive to increase the numbers of 
technical workers in rural areas by means of training 
large number of peasants in low-level technical skills. 
‘xisting schools have expanded this kind of training 
and some new schools have been established. The 
courses appear to be short and intended to train 
people for work in the fields at the lower levels, 
The training is reported to have a bias towards 
agricultural work, including mechanization, forestry, 
animal breeding and health work, rather than towards 
industry and factory work. There is an obvious need 
in mainland China for more technical skills and the 
re-focussing of attention on agricultural techniques. 


Seed selection and improvement is not a new 
idea in mainland China, but efforts along these lines 
seem to be somewhat greater of late, with new and 
improved seeds that are early-ripening and _ high- 
yielding being reported for rice, wheat, maize, barley 
and millet. The desire here is to extend the area 
under double-cropping so as to increase output. A 
recent development has been the spread of seed- 
improvement experiment and research to low levels 
in agriculture on a mass basis. It seems doubtful 
if this will improve seeds dramatically, and a con- 
current problem is that the staff of various scientific 
research stations have been dispatched to the fields 
to help the peasants in this work. Thus, research 
station efforts towards seed improvement, etc. have 
been reduced in intensity and great domestic break- 
throughs in better seeds seem unlikely at present. 


The results of the large increase in resources 
for agriculture are difficult to judge. The focus of 
attention on irrigation and drainage should reduce 
the dependency on good weather, although in the 
past the tendency has been to build new projects 
rather than maintain the existing ones and some 
projects which were badly designed have had adverse 
effects. There should be some increase in output as 
a result of the improvement in rural infrastructure, 
but the result may be less than could be achieved 
from the increased inputs because of faulty imple- 
mentation, the peasants’ attitude to work, and the 
report that the state has made it known that no 
state funds will be available for investment in 
agriculture.‘7 


47 Issues and Studies, December 1969, p. 30, 
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Not only has there been a change in policy 
towards greater development of agriculture by means 
of increasing inputs financed locally, but a major 
institutional change has also occurred in the method 
of calculating and paying the peasants. The old 
system in operation for many years varied in details 
from area to area but the essentials were as follows. 
Work points were allocated to various tasks broadly 
based on the degree of exertion, so that harder tasks 
brought the worker more points and ultimately more 
income. This points system, therefore, acted as a 
material incentive. In addition, each working peasant 
was graded and given a point ranking, so that skill, 
exertion and hence productivity were rewarded; where 
a task had no points allocated to it or a group of 
people worked on the task, income was earned in 
proportion to the relative point ranking of the 
members. Various types of bonus were also payable, 
for example, for over-filling a quota or doing a task 
quickly. The results were reasonable and effort was 
stimulated to a greater degree than under the old 
supply system attempted in 1958, but the recording 
of points and the tasks of cadres proved burdensome 
and quality tended to suffer. The new system, started 
in the Tachai Brigade, is still evolving and varies 
widely from area to area despite the effort to spread 
it over other parts of mainland China since 1964. 
In this new system, the work quotas and bonuses 
were abolished and so were the points allocated for 
tasks. The point rating for peasants was retained, 
but the criteria became more political than economic. 
Loyalty to the doctrine and ability to speak at 
meetings became crucial in determining the rank. 
Income is calculated simply as the number of days 
laboured in the period multiplied by the point rating 
of the individual. The new system is not uniform, 
hence it is not easy to evaluate but compared with 
the previous system the results can perhaps be assessed 
as follows. Firstly, the administrative burden on the 
point recorders and cadres is reduced considerably, 
freeing them from administrative tasks for productive 
labour in the fields and other work; secondly, labour 
is more mobile and easier to switch to large-scale 
construction work; thirdly, there has been a noticeable 
change from productivity-based criteria for income 
receipt to non-economic criteria and the resulting 
tendency to satisfy these criteria, rather than produce 
more, has a rather adverse effect on output increases. 
It is not easy to be sure whether or not income 
received has increased with the new system, but there 
are grounds for believing that it may have fallen. 
One study*® tentatively reported a fall in income for 
the majority of a small group of interviewees from 
Kwangtung province. It is also reasonable to expect 
a fall in distributed income due to the nature of the 
system and current policies. The system of distribu- 


48 See M. K. Whyte, “The Tachai Brigade and incentives for the 
peasant”, Current Scene, Vol. VII, No. 16. 


tion is that, after the quota is delivered to the state, 
and after all expenses of the brigade are subtracted 
and any levy paid, the remaining portion of the 
harvest income is divided by the aggregate number 
of points to ascertain point value and the peasants 
are paid off. Thus peasants’ remuneration varies 
inversely with the brigade expenditure and, of late, 
the functions of the brigade and county (hsien) have 
increased substantially in education, health work, 
setting up small factories and workshops, mechaniza- 
tion and water conservancy work. Hence expenditure 
has probably risen, leaving less for distribution to 
the peasants. Only if output increased very rapidly 
indeed could peasants’ consumption rise along with 
the increase in locally financed rural investment and 
it is felt that the increased investment probably causes 
a fall in consumption. There has been an increase 
in discussion to sort out the new scheme, and, in 
some areas, apparently, the hsia-fanged intellectual 
youths with doctrinaire quotes are receiving higher 
point grades than working peasants, although this is 
probably not common. 


Thus it is judged that the increase in inputs 
works towards increases in output, but the payment 
system to peasants probably works adversely as an 
output stimulator. 


Agricultural output figures have not been report- 
ed since 1959 and generally it is felt the figures for 
1957 are the latest reasonably reliable ones. Various 
estimates have been made for the period since 1957 
with quite wide differences and there is no agreement 
on them as yet but the estimated rates of growth 
between 1957 and 1966 are fairly close, ranging from 
a slight reduction of about 0.6 per cent to a slight 
increase of about 1.5 per cent per annum, so a middle 
estimate would indicate that no striking growth in 
output has occurred over ten years. 


There is broad agreement that the 1967 harvest 
was very good, but that output fell in 1968, largely 
due to natural disasters. No figures for output have 
been released for 1969, but it was announced that 
there was an excellent harvest and total grain output 
exceeded that of 1968. This seems probable as the 
earlier provincial reports for early rice and wheat 
were good as were occasional statements on the 
autumn harvest. The range of estimates for 1969 
might reach 185-205-230 million tons, with the middle 
figure possibly the most reliable. Some improvement 
as a result of the effort on mechanization, water 
conservancy and irrigation, together with an increase 
in fertilizer production,*® can be expected to occur, 
assuming that the weather is reasonable. 


49It is probable that most of the fertilizer has in the past been 
allocated to economic crops although the recent stress on foodgrain 
production and efforts to reduce the growing of economic crops in 
excess of the state plan may be changing this. 
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State procurement of agricultural produce began 
to present problems in 1966/67 and apparently fell 
in 1967/68.°° In 1969, reports indicate that the 
intensified procurement efforts were proving successful 
and generally procurement was running at a faster 
rate than the previous year so that the situation is 
apparently returning to normal. 


Industry 


The situation in industry is at present confused 
but it is clear that a process of change is underway. 
New policies and institutions have emerged in the 
last few years but they are still in the process of 
adjustment. The stress on medium and small-scale 
industries has re-emerged, although not to the total 
exclusion of new large-scale enterprises. The reports 
indicate that very many new small-scale enterprises 
have been set up and existing ones have been greatly 
improved. Large numbers are often involved; for 
example in August 1969, Hopei province reported 24 
small fertilizer plants under construction and 4 ready 
for use, and 66 small coal mines and 10 small cement 
factories®! in operation. Towards the end of the 
year, it was stated that over 400 small enterprises 
had been established or re-established®? that there 
were over 30 small fertilizer plants and 140 small coal 
mines and that in Hopei over half the chemical 
fertilizer supply and 70 per cent of the cement supply 
were from small factories.°? The provinces of Hunan, 
Hupeh, Kiangsu, Kwangsi, Kiangsi and Heilungkiang 
are also heavily involved. Many of the small enter- 
prises appear to be handicraft workshops which, at 
least in some areas, had been operating relatively 
freely until 1969, when they were brought into line 
with government policy. The small and medium-sized 
enterprises are based on local materials and labour, 
financed locally rather than from central state funds, 
and are designed to produce such items as chemical 
fertilizers, agricultural implements, cement, and small 
pumps that are of assistance to the promotion of 
agriculture. 


Within established industrial enterprises, a cam- 
paign for technical innovations has been running for 
some time and frequent reports on the number of 
achievements are made. While it is easy to make 
minor modifications and report new products or 
methods, there is no doubt that some genuine 
improvements have occurred, particularly in the 
electronics industry which is developing rapidly, 
especially in Shanghai. It is reported that 100 
factories were manufacturing electronic products in 


50 Not only did the initial procurement present difficulties but cases 
of grain already procured being stolen from state granaries were 
reported, 

51 People’s Daily, 15 August 1969. 

52 Many small enterprises were set up in 1958/59 and later closed 
down as unprofitable. 

53 NCNA, 12 December 1969. 


Shanghai in 1969.54 The institutional running of 
factories has been changed in recent years, with PLA 
units entering at the management level and the old 
party organization being dismantled. After a period 
of chaos, the PLA continue in the factory and many 
cadres are sent to work full or part time on the 
factory floor. However, it is very doubtful whether 
efficiency has improved as a result of the changes. 
There are reports of apathy among cadres, and labour 
indiscipline, particularly among younger workers. 
Experts have been down-graded in influence and 
authority, and the lower-level workers have been 
elevated into more authoritative positions. On the 
other hand, technological progress is stressed as 
desirable, as is learning from other countries, although 
slavish copying is to be avoided. 


Material incentives in the form of bonuses for 
extra output, quota-filling, etc., have ended and a 
strong effort to replace material incentives by political 
incentives has been made in the last few years. It 
appears that some wage reductions of perhaps 10-20 
per cent were made in 1963, further wage reductions 
in the form of voluntary acceptance of wage cuts 
were attempted in 1965 and definite wage reductions 
were reported in 1967 in some areas then under the 
control of the left-wing factions. Strikes and pickets 
occurred in January 1967, and further pickets were 
reported in January 1968 in an effort by workers to 
increase wages and welfare facilities. In some areas, 
bonus payments have been abolished and cuts in 
basic wages reported since 1967. A wage reform 
promised in early 1967 and again in early 1968 in 
answer to demands for improvements by workers was 
referred to in an official document in early 1968 but 
no details are available.5> Occasional reports are 
made of recent wage increases in factories, possibly 
in an effort to return to earlier levels. Economic 
supervisors were established in factories in the latter 
half of 1969 to avoid misuse of funds, but their role 
is not yet completely clear. 


Great industrial achievements were reported in 
1969 but no absolute figures were released. Shanghai 
reported a 15 per cent increase in total industrial 
output value in 1969, Tientsin a 28 per cent increase, 
Kwangtung a 38 per cent increase and Peking 
municipality reported a 34 per cent increase above 
the highest record in history. It seems that the latter 
half of 1969 was better than the first half, particularly 
since the harvest in 1969 was better than in 1968, 
and industrial output in 1969 genuinely increased. it 
is generally believed that 1966 was an excellent year, 
that industrial output fell in 1967, perhaps by about 
15 per cent, and increased again in 1968 but by much 


54 Peking Review, 24 October 1969, p. 36-37. 
55 Shansi province reportedly was undertaking a wage reform in ,* 


mid-1969, but the Revolutionary Committee refused to increase wages “ 


without instruction from the centre. It was viewed as an incorrect 
attitude to ask for wage increases. 
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less than 15 per cent. It appears that output in 1969 
may well have surpassed-the 1966 level. This would 
account for reports of big output increases together 
with reported shortages of some materials, especially 
coal and wood, since the transport system remains a 
major bottle-neck in mainland China.®® 


The big increases in output usually refer to steel 
and steel products, cement, chemical fertilizer, other 
chemicals, and coal and machine tools on the capital 
goods side, and to textiles, bicycles, radios and sewing 
machines on the consumer goods side. A genuine 
effort to increase the output of these major consumer 
goods, probably as a stimulatory device in production 
in the absence of bonuses, seems to be occuring in 
1969. Reports frequently compare the situation in 
1969 with that of 1965, on the basis that production 
is now going on at higher levels but within a more 
desirable political framework. 


Population 


The question of the size of the population remains 
unsolved, not only outside China but apparently also 
inside mainland China. There is not even agreement 
among experts on the accuracy or direction of bias 
of the 1953 Census.57 What may have been an 
attempt at a simple population count is reported to 
have occurred in 1963 or 1964, but, if so, the results 
were not published. In 1967 and 1968, various 
provincial population figures were announced that 
totalled 711-712 million people but no dates were 
attached and the accuracy of the figures was 
unconfirmed. It has been suggested that they might 
have been the results of the population count in the 
early 1960s, either in the original form or revised 
upwards, but there is no evidence to support this. 
The press in China has begun to use the rounded 
figure of 750 million, although this is a traditionally 
convenient practice rather than a scientific pronounce- 
ment.58 


Various estimates have been attempted by several 
people, based on a variety of assumptions. J. S. Aird 
has constructed six models for 1966-1985,59 each with 
four variations,® resulting in 24 estimates for each 
year. These range from 766.4 million to 953.2 million 
for 1969. Based on the 1953 census, the range is re- 
duced to 766.4 million and 827.5 million. L. Orleans 
estimated the population in 1969 at 746 million on 


56 Significantly, Kwangtung reported a 38 per cent increase in total 
output value of industry in 1969 but only a 21 per cent increase in 
freight volume. 

57 J. §. Aird believes there was an undercount by a minimum of 
3 to 11 per cent, I. B. Taeuber and N. C. Wang dismissed it as with- 
out value; L. Orleans accepts it as a reasonable basis while acknow- 
ledging inherent errors. 

58 The procedure, insofar as there is one, is to increase the figure to 
the next 50 million every four or five years. 

59J. S. Aird, “Population growth” in Economic Trends in Com- 
munist China (Eckstein, A., Galenson, W. and Liu, T. C.), 1968. 

60 One variation is based on the 1953 census, the others ‘represent 
different degrees of undercount on the base population. 
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the basis of the 1953 census and assuming a birth 
rate of 33 per thousand, a death rate of 18 per 
thousand and a natural rate of increase of 1.5 per 
cent annum.®! Some years ago, the United Nations®* 
made five population projections which ranged from 
704 million to 815 million for 1970, with three of the 
five estimates clustering around 734 million to 767 
million. Other estimates put the population in 1967 
at 780 million,®? and 730-750 million for 1969°4 which 
involves a growth rate of 1.1-1.4 per cent per annuin 
in population. The assumption of an annual growth 
rate of 2 per cent, would yield a population of 792 
million for 1969, using the 1953 census as a base. 


It is obvious that the range of estimates is very 
wide indeed, but it is clear that most estimates fall 
in the range of 730-780 million, with a general 
acceptance of about 750 million. 


International Trade 


Mainland China holds two trade fairs each year 
in Canton. The 1969 spring fair was disappointing 
as relatively few foreign businessmen attended, the 
Chinese were not enthusiastic buyers, a good part of 
the displayed products were not actually for sale and 
delivery dates quoted were poor. In autumn, the 


second fair was again a disappointment but perhaps 


a little better than the spring fair had been. Mainland 
China was mostly buying steel and non-ferrous metals, 
chemicals (including chemical fertilizers and_pesti- 
cides), machine tools and trucks. It was offering 
agricultural produce and animal by-products, textiles 
and pharmaceuticals, although, in the autumn fair, 
the prices quoted for exports were not always competi- 
tive. 


Examining the commodity mix of foreign trade, 
the biggest category of imports comprised food, 
beverages and tobacco, at about one quarter of total 
imports in 1966, and imports of wheat and wheat 
flour made up 95 per cent of this. Second in import- 
ance were imports of manufactured goods (mainly 
iron and steel products), and crude materials (consist- 
ing largely of rubber and cotton) were in third place. 
With regard to exports, food, beverages and tobacco 
were in the first place, at about 30 per cent of total 
exports, and manufactured goods in second place and 
only slightly less in importance. About half of the 
manufactured goods were textile industry products. 
Crude material exports were third in importance. 
There were also small exports of petroleum products. 
(see tables) 


61L. Orleans, “Propheteering: The population of Communist 
China”, Current Scene, Vol. VII, No. 24. 

62 United Nations Department of Economic and Social Affairs, 
“World Population Prospects as Assessed in 1963”, Population Studies, 
No. 41, 1966. : 

63 “Facts and Features”, 13 April 1968, Taipei. 

64 Issues and Studies, September 1969, Taipei. 
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Table I1-2-4. Mainland China: Commodity trade, 


1966 
Million 

Imports US dollars Per cent 
Food, beverages and tobacco . . . . . = 3353.2 23.5 
of which, wheat and wheat four. . . . 335.3 22.3 
Penton inatenialse. ste Mil cP ese 22" °247.0 16.5 
of which, crude rubber . . . . «(1049 7.0 
ZOTCON sn, ty Jaa LUT: 4.8 
Minerals, fuels and related Sasi Shae es 0.3 — 
aeTAgAcOUsss AM Se es 2.8 0.2 
Chemicals ino pre 205.7: 13,7 
of which, organic ehh inorganic Pcitiials ; 99,5 6.6 
manufactured fertilizers . . . 64.4 4,3 
Machinery .. . ee ery fe 12.4 
of which, metal wdeking seer: 7 31.8 2.1 
ifansport equipment . « «f » « )- 51.3 3.4 
of which, railway vehicles . . . . . 3.5 0.2 
Manufactured goods. . . . AWE: 21.8 
of which, iron and steel plates ind eee e 122.0 8.1 
iron and steel tubes and pipes... 53.7 3.6 

iron and steel and 
semi-manufactures, others . 16.0 1.1 
Other and unspecified merchandise. . . . 127.3 8.5 
LOAM a) 78 ove sen kOUc, | 100.0 


Source: “Trading partner” data collected by the United States 
Department of Commerce. 


Table IJ-2-5. Mainland China: Commodity trade, 


1966 
Million 

Exports US dollars Per cent 
Food, beverages and tobacco . . . . «545.4 29.2 
of which, rice . . . Serie mem LTS, S 6.3 
live animals Ted Miedbe ee os held, 6.0 
fruit and vegetable. . . °. . 110.5 5.9 
PEeaIdtelias: ne Mees oR Os lao, 1g BOLE 18.9 
of which, soya-bean .. lap tad a 67.8 3.6 
Mineral fuels and related i deertls Pe a. tite 18.2 1.0 
of which, coal, coke and briquettes . . . 14.7 0.8 
petroleum products, other. .  . 35 0.2 
SEAISEANCH IOUS: Crh vei hic em) ote fa et eee 36.4 2.0 
Chemicals Fe ya er, 2 59.3 32 
of which, organic and inorganic a banca y 21.9 12 
BEACH CTS M40 ip se ae dl ee eye 17.6 0.9 
meanspore equipment (6°25, “8. 4 4.6 0.2 
Manufactured goods. . . . oF Aes, BOUL 26.8 

of which, cotton yarn, fabrics int 
planutacturesul. pip eae. 2 5 1553 8.3 

textile yarn, fabrics and 
manufactures, other . . . 51.8 2.8 

man-made fibre, yarn, fabrics and 

manufactures. 05500. «5 17.8 1.0 
clothing and footwear. . . . 50.1 2.7 
Other and unspecified merchandise. . . . 331.6 17.8 
Totales 2 a4. 4,860,4., 100,0 


a 


Source: “Trading partner” data collected by the United States 
Department of Commerce, 


There have been some changes in the trade 
patterns with regard to imports recently and, since 
1968, fewer capital goods are being imported as 
more emphasis is laid on imports of materials. These 
are, partly, to supply machines purchased in the past 
and partly to supply domestically produced machines, 
In addition, the increases in industrial output in 1968 
and 1969 require more imports of materials, and the 
new small and medium-sized factories bid for 
resources, diverting them from the larger existing 
units, as happened in the early 1960s also. The 
agricultural policy is reflected in the imports of 
chemical fertilizers and insecticides. 


Mainland China trades largely with developed 
countries, the ranking of trade partners not changing 
much, except when wheat purchases are switched 
between Canada and Australia. In 1968, the trade 
partner order was (US$ million in brackets): 1. 
Japan (555), 2. Hong Kong (409), 3. Federal 
Republic of Germany (259), 4. Canada (174), 5. 
United Kingdom (152) and in 1968 the only change 
in order was that Canada replaced Australia in fourth 
place. Japan increased its exports to mainland China 
in 1968 but reduced its imports, widening the trade 
gap to US$103 million. Mainland China runs deficits 
with many of its trading partners and perhaps covers 
this by the large trade surplus with Hong Kong (see 
table). Total trade of mainland China in 1967 is 
estimated at US$3,105.3,® of which Japan, the Federal 
Republic of Germany, Canada, Hong Kong and the 
United Kingdom took 47 per cent. Trade with the 
ECAFE region made up US$1,441 million in 1967 or 
about 46 per cent of all trade with mainland China. 
Of this, Australia, New Zealand and Japan made up 
US$770 million or about half of all the inter-regional 
trade with mainland China. If Hong Kong is not 
included,®* only approximately 10 per cent of mainland 
China’s trade is with the developing countries of the 
ECAFE region. 


Mainland China trades less with the centrally- 
planned countries now than it did eleven years ago. 
Sino-Russian trade fell 10 per cent in 1968 to $94.6 
million which represented 4.7 per cent of the 1959 
level. However, trade with East European countries 
increased in 1968 by some 18 per cent, but, of these 
countries, only Sino-Romanian trade was above the 
1959 level. 


Total trade fell in 1967 by about 8 per cent but 
recovered in the latter half of 1968, so that an increase 
apparently occurred in 1968. In 1969, trade with the 
United Kingdom increased sharply, the figures for the 
first three quarters of 1967, 1968 and 1969 being 
US$56.8 million, US$109.4 million, and US$159.5 
million respectively. The increase of 46 per cent 

6 United States Department of Commerce; the data are based on 


“trading partner” reports and are not quite complete. 
66 It is both a special case and developing very rapidly. 
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between 1968 and 1969"is not small, bearing in mind 
the change in trade policy towards greater imports of 
materials rather than: machines. Sino-Japanese trade 
was also running at a record level in 1969 and is 
provisionally estimated at over US$600 million. It 
seems reasonably certain that 1969 will prove a very 
good year for trade and exceed the 1968 total. 


Table II-2-6. Mainland China: 


over 1968 with production equipment composing more 
than 50 per cent of the total. As a result of these 


developments, the balance of payments recorded a - 


much smaller deficit during the first half of the year. 
The substantial losses in production due to the two 
severe typhoons led to a substantial rise in prices, 
but, towards the end of the year, prices fell to near 


Trade with selected countries 


(in million US$) 


Exports 
Australia . 24.2 
Austria con 8.4 
Belgium and Luxembourg . 13.0 
Cambodia 6.0 
Canada 24.0 
Ceylon 33.1 
Denmark . 8.2 
Finland 7.4 
France Sas 48.0 
Germany (Fed. Rep.) 76.8 
Hong Kong . 343.7 
Treland Le? 
Italy 57.6 
Japan = a: D1 2a 
Netherlands 27.8 
New Zealand . 3.8 
Norway 7.4 
Pakistan 84.7 
Singapore 110.2 
Spain . 1.0 
Sweden 17.0 
Switzerland 17.5 
United Kingdom 71.0 
Zambia 0.7 
Source: 


at an exchange rate of $2.4 = £1. 


China (Taiwan) 
Introduction 


In 1969, the first year of its fifth four-year 
economic development plan, China (Taiwan) con- 
tinued to achieve rapid growth of gross national 
product. GDP at constant prices increased by 8.9 
per cent over 1968 and per capita income rose to 
US$258. This is indeed a remarkable achievement 
because the two disastrous typhoons of September and 
October caused a decline of 0.2 per cent in agricultural 
production, as against an increase of 6.1 per cent 
in 1968. Naturally, the set back in agriculture affected 
industrial production which is partly agriculture-based 
and led to a growth rate of 19 per cent as compared 
with 21.4 per cent the year before. Exports increased 
substantially by 20 per cent, surpassing the target 
of 12.5 per cent, and imports rose by 15 per cent 


LS 6x7 1968 
Trade Trade 
Imports Balance Exports Imports Balance 
169.2 5145.0 30.5 89.0 == 1D8,p 
13.9 DAD 8.4 6.7 ed 
22.8 =ri 9:8 12.0 19.9 Se 
3.8 my. 202 3.8 Sys. = 1S 
85.2 62 21.8 152.4 —130.6 
27.4 5.7 35.0 24.0 11.0 
5.5 PAV 8.4 Lee 6.2 
10.1 e=e2./ 7.0 11.5 main PD) 
92:9 — 44.9 52.8 87.4 13416 
206.4 —129.6 85.4 173.8 tor fate eh 
V2 336.5 401.3 7.2 3944) 
— 17 2.2 oo 2.2 
73.4 = Love 48.0 70.0 VAY) 
291.4 a 2: 226.6 328.8 10262 
12.2 15.6 27.1 28.8 = 107 
9.1 =e 5.3 5.0 5.8 10:8 
5.3 2.1 6.5 5.8 0.7 
28.3 56.4 29.3 26.2 SH 
26.9 83.3 — — _— 
0.3 0.7 1.0 1.2 Saeed te) 
44.2 TPA} 18.2 24.0 canted oy) 
2104 Eon 16.1 20.f) Cama oy, 
93.1 a a2.) 82.3 69.8 12.3 
8.9 = §:2 — — a 


China Trade and Economic Newsletter (London), No. 164, original £ sterling put into US$ 


normal. By November, the wholesale price index was 
only 1.6 per cent higher than that in the same month 
of 1968. During 1969, the consumer price index 
registered a rise of 5.1 per cent, caused mainly by the 
rise in food items. 


In brief, the notable growth of the 1960’s con- 
tinued. A high rate of growth of exports and imports, 
a substantial inflow of foreign capital, a low capital- 
output ratio of about 2.0, and, above all, a high 
marginal propensity to save (over 0.3), contributed 
to this achievement. This growth performance has 
been accompanied by substantial structural changes in 
production, employment (from agriculture to manu- 
facturing) and in exports and imports. 


However, if account is taken of the distribution 
of investment under the fifth four-year economic 
development plan, laying stress on heavy industry and 


ae 
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infrastructure which is projected to raise the capital- 
output ratio to about 3.5, it is obvious (as envisaged 
in the plan) that the rate of growth is likely to taper 
off somewhat. Indeed, bottlenecks are still apparent 
in transport, electricity and skilled labour. 


In 1968, China (Taiwan) achieved. a high 
growth rate, in constant prices, of 10.27 per cent, 
or a little less than the 10.5 per cent average growth 
rate realized during 1965-1968, the period of the 
fourth four-year plan. 


Industrial output grew at a fast 21.4 per cent in 
1968, and agriculture achieved a 6.1 per cent growth, 
while the unemployment rate continued to fall and 
labour shortages were reported by industrialists. 


Because of rapid increases in imports, the balance 
of payments worsened in 1968 to a deficit of US$133.8 
million (excluding transfer payments), the largest 
deficit since 1961. 


Output 


In 1968, industrial output registered a growth 
rate of 21.4 per cent, rather faster than the 16.8 
per cent increase obtained in 1967. The faster rate 
in 1968 was attributed to increases in exports on the 
demand side and to increased investment, improve- 
ments in the supply of electricity, and general infras- 
tructural improvements on the supply side. Manu- 
facturing industry achieved an over-all growth rate 
of 23.3 per cent in 1968, while the supply of electric 
power, a traditional bottleneck, increased by 16.5 per 
cent, partly due to ample rain allowing higher capacity 
working in hydro-electric power installations, and 
partly to the completion of the number one unit of the 
Linkou thermal plant and expansion of one other 
plant. In transportation, railway freight traffic 
registered an increase of 6.6 per cent over 1967, and 
highway freight traffic increased by 26.1 per cent, 
continuing the long-run trend of increasing use of 
roads for moving foodstuffs. However, railways in 
1968 still moved 13.4 per cent more tonnage than 
roads and, in addition, the average haul was longer 
on railways, since, on a ton-kilometre basis, railways 
moved 2.7 times the amount moved by road.®" Despite 
much improvement in recent years, the transport 
system remains insufficient to meet the peak demand. 


Within the industrial category, the construction 
of buildings registered the fastest growth at 28.1 per 
cent (the 1968 building boom), manufacturing was 
in second place, and public utilities output at 17.2 
per cent increased less than the average of all industry. 
Mining output fell by 0.2 per cent due to reduced 
output of coal, gold and silver. Of the manufacturing 
industries, fourteen reached all-time record output, 
(e.g. cotton fabrics, paper, fertilizers, gasoline, cement 


67 Taiwan Statistical Data Book 1969, table 6-5a. 


and aluminium ingots), but four industries reduced 
their output, namely sugar (—4.1 per cent), tea (-6.9 
per cent), cotton yarn (—1.4 per cent) and pig iron 
(-10.8 per cent). On the whole, 1968 was a good 
year for industrial growth in China (Taiwan). 


In 1969, however, industrial production grew at 
19 per cent, the highest growth rate being recorded 
by manufacturing industry (20.5 per cent) and con- 
struction (21.8 per cent), while the growth rate of 
mining industry continued relatively unchanged al 
2.3 per cent in output, due to the declining outpul 
of coal. With the exception of coal and motorcycle 
production, all major mining and industrial products 
increased their output in 1969. 


Agricultural output was quite good in 1968, with 
a 6.1 per cent growth in agriculture, forestry, fisheries 
and livestock and 4.9 per cent growth in agricultural 
output alone, the latter growth rate being the best 
since 1965. The output of sweet potatoes, maize, 
peanuts and wheat fell in 1968, and, in the case of 
wheat, the output was the lowest since 1954. Most 
other crops increased their output, and the production 
of rice, tea, tobacco, banana, pineapple and citrus 
fruit reached new records. 


In 1969, agricultural production did well in the 
first half of the year but registered a slight decrease 
in total production (-0.2 per cent), crop output 
decreasing by 2.6 per cent and forestry, livestock and 
fisheries registering increases. Rice production 
(2,431,150 metric tons) was 3.45 per cent down in 
1968. 


Savings and investment 


Gross domestic fixed capital formation, as a 
percentage of GDP, increased annually from 14.5 per 
cent in 1964 to 22.04 per cent in 1968.58 


In the third and fourth plans, the allocation of 
investment was particularly heavily directed to indus- 
try, especially manufacturing. This tendency was 
more pronounced in the fourth plan than in the third. 
In the third plan, an average of 38.0 per cent of all 
pross fixed domestic capital formation was in 
industry,®® as compared with 43.5 per cent in the 
fourth plan. In 1968, 45.2 per cent of total invest- 
ment was in industry. The share of manufacturing 
industry alone was 33.6 per cent of the total. 
Agricultural investment increased absolutely but its 
share in total investment fell from 19.5 per cent in 
1961 to 11.7 per cent in 1968. 


Capital formation in China (Taiwan) was increas- 
ingly financed by domestic savings during the 1960s. 
Gross domestic savings, as a percentage of GNP, 

68 National Income of the Republic of China, October 1969, pp. 86- 


87 for 1968. . 
69 Manufacturing, mining, electricity and construction. 
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increased from 12.8 per cent in 1961 to a record 
21.9 per cent in 1967.77 The same feature emerges 
from an examination of gross domestic savings as a 
percentage of gross domestic capital formation, since, 
in 1961, the figure was 64.8 per cent and rose, by 
1968, to 88.5 per cent.7! Correspondingly, the role 
of United States aid, foreign capital and loans was 
reduced over the 1960s. 


Within gross domestic savings there have been 
changes in composition in recent years. The share of 
private savings fell somewhat, from an average of 81.3 
per cent of all domestic savings during the third plan 
period, to 78.8 per cent during the fourth plan. On 
the other hand, government savings increased markedly 
from a negative NT$1,059 million in 1961 to a positive 
NT$1,441 million, in 1967. Public enterprises’ savings 
rose slightly in absolute amount but their share in 
total domestic savings fell from 22.9 per cent in 1961- 
1965 to 16.3 per cent in 1965-1967. 


Employment and earnings 


The population was estimated to be 13,901,971 
in May 1969. The rate of increase fell annually from 
3.3 per cent in 196] to 2.3 per cent in 1967, but 
increased in 1968 to 2.7 per cent due to a rise in 
the birth rate. The crude birth rate was 28.5 per 
cent per thousand in 1967 and 29.3 per cent in 1968, 
well below the 38.3 per cent of 1961. The labour 
force continued to increase at 4.1 per cent and 
reached 4,232,000 persons in 1968.72 In 1967, 41.9 
per cent of the labour force was in primary industry, 
25.2 per cent in secondary industry and 31.9 per cent 
in tertiary industry, while, on an employment basis 
in 1968, the relevant percentages were 39.7 per cent, 
24.8 per cent and 35.5 per cent, reflecting the move- 
ment out of agriculture. In 1968, farmers, fishermen, 
hunters and kindred workers numbered 1,652,000, a 
reduction of 53,000 over 1967. 


Total employment in 1968 stood at 4,159,000, 
an increase of 4.7 per cent over 1967, as compared 
with the 8.9 per cent increase in 1967. The slow 
growth rate in employment is apparently due to an 
increasingly short supply of labour. The unemploy- 
ment rate shows a sharp decline from 3.4 per cent in 
1965 to 1.7 per cent in 1968,73 while the rate of 
underemployment,” difficult to measure accurately, is 
estimated to have dropped from 3.1 per cent in 1965 
to 1.2 per cent in 1968. A labour shortage exists on 


70 Taiwan Statistical Data Book 1969, tables 3-10. 

71 National Income of the Republic of China, 1969, p. 42. 
fall from the 1967 level of 89.7 per cent occurred in 1968. 
72 Monthly Statistics of the Republic of China, July 1969, p. 72. 

73 This figure is obtained by surveys, see footnote 3 above. The 
Fifth Four-Year Plan gives a figure of 4.55 per cent unemployment 
for 1968 (p. 49, in Chinese), based on a labour force of 4,768,000 
and 217,000 unemployed. The army employs about half a million 
men, roughly 12 per cent of the labour force. 

74 Defined as working less than 42 hours per week or where the 
occupation is judged to be less than the aptitude or capacity of the 
person. 


A slight 


a regional basis in Taipei and Kaohsiung, although 
there are still reserves, in the form of disguised 


unemployment, that could be drawn into the labour _ 


force. The size of the labour force moves closely 
with the changes in employment availability, as people 
not registered as unemployed take work when avail- 
able and do not seem to register as unemployed when 
the work is withdrawn. Estimates put this reserve 
army of non-employed at a little over 2 1/2 million 
in 1968. 


Wages of factory workers in Taiwan increased by 
33 per cent from 1963 to 1967, with an acceleration 
in the rate of wage increases in the last two years. 
A crude labour productivity index, obtained by divid- 
ing GDP at constant prices by total employed persons, 
shows that labour productivity increased between 1962 
and 1968 by 57.6 per cent or more than the increase 
in wages. 


It seems probable that the recent trend towards 
a faster increase in wages in manufacturing industry 
will continue, as, with the present fast growth of 
manufacturing industry wages are raised in order to 
attract additional labour from other sectors or from 
the reserve potential. 


Within manufacturing industry, the highest paid 
workers in 1967 were in the food industry, followed 
by machinery industry, petroleum and coal, and 
transport equipment. The lowest paid were in the 
textile industry which is the major export industry 
and has a high proportion of female workers who 
received only 65 per cent of the wages of male 
workers in 1967. Adult textile workers received an 
average of 36.8 per cent of the wages paid in the 
best paid food industry in 1967. 


The rubber products industry, petroleum and coal, 
and food industries (in that order) obtained the 
fastest increase in money wages in 1956-1967, but 
within the last four years a noticeable change has 
occurred, with the leading place going to beverages, 
followed by tobacco and the machinery industry in 
the period 1965-1967. The beverage industry attained 
a 35.3 per cent increase in wages from 1965 to 1967. 


Price level 


China (Taiwan) has been conspicuously success- 
ful at achieving fast economic growth with a low 
rate of inflation. From 1965 to 1968 wholesale prices 
rose by 6.1 per cent and consumer prices in major 
cities by 12.0 per cent. In 1969, the consumer price 
index rose rapidly in October due to the typhoons, 
then began to fall until the index for the year showed 
a 5.1 per cent rise and wholesale prices stood at 1.6 
per cent above December 1968. 


75 From 1946 to January 1968 the index covered wholesales prices 
in Taipei only; from January 1968 the coverage was extended to all 
Taiwan. 
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Examining the relative changes in wholesale 
prices, in December 1969 the price levels of four 
categories, namely textiles, rubber and rubber pro- 
ducts, Chinese and western medicines and “miscellan- 
eous’, were below those of the 1963-1965 average, 
while the general wholesale price index showed a 
mere 4.3 per cent rise over the 1963-1965 average. 
The price structure is changing since not only did 
four categories show a price fall but some categories 
showed relatively large increases (1968 indices in 
brackets) e.g. timber (132.5), coal (113.3) and bricks 
and tiles (131.0).7° In general, in 1968, industrial 
raw material costs fell to a level below that obtaining 
in 1966 and in the first three quarters of 1969 these 
costs were no higher than in 1966, which assisted both 
the country’s industry and exports.77_ The increase in 
retail prices of 5.1 per cent in 1969 is a little less 
than the 6.3 registered in 1968. 


Both fiscal and monetary policies were used as 
dampening forces in 1968, with a general fiscal 
squeeze and specific monetary measures in August and 
September. The specific monetary policy used was 
to increase rates of interest on loans in an effort to 
restrict credit creation, and on deposits in an effort 
to encourage mobilization of savings. The interest 
payable on call loans increased from 1.11 per cent to 
1.17 per cent per month, on secured advances from 
1.11 per cent to 1.17 per cent per month and on dis- 
counts from 0.90 per cent to 0.99 per cent per month 
on 12 August 1968. A slackening occurred in May 
1969 when the rates reverted to the pre-squeeze level. 


Moral suasion was exercised over the banks which 
were asked not to make loans to sectors that were 
facing shortages of material, such as the building 
industry in 1968. New demand savings accounts 
carrying a monthly rate of interest of 0.42 per cent 
were introduced in September 1968, in an effort to 
induce greater savings deposits by the general public. 
The rate of increase in money supply fell from 27.1 
per cent in 1967 to 10.7 per cent in 1968 and to 
5.7 per cent in 1969.78 Following the credit squeeze, 
bank loans and advances increased at a rate lower 
than the year before.7? Contrary to popular belief 
that monetary policy is not very effective in develop- 
ing countries, in China (Taiwan) the effect seems 
large enough and the time lags short enough to make 
monetary policy a useful measure for stabilization. 


76 When relative prices are changing rapidly, the pattern of con- 
sumption adjusts via the substitution effect in favour of the cheaper 
items. A base-weighted index can quickly get out of date on the 
weights used. The weights used in Taiwan are 1964 in the whole- 
sale index and 1963 in the consumer index. It is possible that a 
weight of 577.0 for food is now rather high in the consumer index, 
considering the rise in national income, the growth of industrial out- 
put and the reduction in effort necessary to produce food, typified by 
the exodus of labour from agriculture. 

77 Monthly Statistics of the Republic of China, November 1969, 
p. 60. 

78 January to November 1969. 

79 Republic of China, Taiwan Financial Statistics Monthly, June 
1969, p. 7-8. 


The squeeze in 1968 was also reflected in the size 
of the surplus of revenue over expenditure, which 
amounted to NT$1,790 million and was the largest 
surplus since 1952. The proportion of government 
revenue made up by tax receipts increased from 49.2 
per cent in fiscal year 1962 to 56.1 per cent in fiscal 
year 1968 and revenue from monopolies has fallen 
from 18.3 per cent of government revenue to 13.7 
per cent respectively as the tax system slowly 
improves. It is anticipated that the proportion of 
revenue raised by taxation will rise after the Tax 
Reform Committee, now sitting, reports and further 
improvements in the taxation system are made. The 
Government is currently preparing bills for enactment. 
In the 1969 financial year, income tax made up only 
9.4 per cent of all tax revenue, compared with the 
21.4 per cent of tax revenue contributed by customs 
duties, a category which is slowly increasing in 
importance as a source of revenue.®° 


Indirect taxes are still the major tax source and, 
in 1968, indirect taxes made up 78.6 per cent of all 
tax revenue, having fallen from the 80.4 per cent of 
1967, but indirect taxes were still marginally higher 
in 1968 than the 78.3 per cent of tax revenue made 
up by indirect taxes in 1967. It seems that efforts 
are needed to increase reliance on direct taxes, a 
more equitable form of taxation. In 1967, direct 
taxes, at 19.6 per cent of tax revenue, were the lowest 
percentage since 1952. 


Balance of payments and trade 


In 1968, the deficit on the current account of 
the balance of payments (including transfer payments) 
increased to US$117.64 million, the largest since 1961. 
The trade balance recorded a deficit of US$73.77 
million, due to imports rising more rapidly than 
exports. On the service side, the surplus of US$1.2 
million in 1967 turned into a deficit of US$48.5 million 
in 1968,8! due to the large increase in freight and 
insurance resulting from the expansion in foreign 
trade. Also the deficit on factor income from abroad 
worsened and the surplus in transfer payments 
declined. On the other hand, tourist receipts increased 
substantially in 1968, to almost double the level of 
1967, and contributed US$62 million to foreign 
exchange earnings in 1969. 


In 1969, exports registered an increase of 29.1 
per cent and imports were up 15.1 per cent. The 
share of trade in GDP rose substantially; the share 
of exports increased from 15.6 per cent of GDP in 
the third plan period to 21.7 per cent in the fourth 
plan period, and imports increased from 19.0 per 
cent to 23.8 per cent over these periods. From 1967 


80 Monthly Statistics of the Republic of China, November 1969, 
p. 68-69. 

81 Service deficit excludes factor income from abroad and transfer 
payments.. By including these items the deficit is reduced to US$43.9 
million. , 
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to 1968 exports rose from 22.0 per cent of GDP to 
24.4 per cent, but imports rose from 23.8 per cent 
to 27.1 per cent and the balance of trade worsened. 
The import liberalization measures taken in recent 
years have apparently begun to be reflected in the 
balance of payments, while the reduction in advance 
deposit for imports from 50 per cent to 25 per cent 
in July 1969 still has to take effect and may be 
expected to induce some further increase on the 
import side. 


Table IJ-2-7. China (Taiwan): Balance of payments 
on current account 
(in million US dollars) 


1967 1968 1969 


A. Goods and services . 5 5 | & 62.865 =122,30 99445 
Merchandise f.0.b. . . . . 62.62 —73.91 


Non-monetary gold. . . . 1.00 0.14 

Freight and insurance on inter- 
national shipments . . . —27.09 57.00 
Other transportation. . . . 8.02 ~—4.55 
Travel ee eee ce 26.44 40.37 
Government (n.ie.). - «. 19.74 12.34 
HEL SETVICES pics LS eres, al 2,3 he OOo 

B. Factor income from abroad and 

factor cost payments. . 2. =... —808 SIT46 
Investment income . . . . —).34 —I17.97 
Labour income and others . . ~—2.74 6.51 
C.- Transter ‘payments 9 ea tee 24.28 16.12 
PUVA gh kas 26.70 15.30 
Government. « « -. 9-0) = w292 0.82 


Balance on current account (A+B+C) —+46.66 —117.64 


Source: Taiwan Financial Statistics Monthly, November 1969, 
p. 93-94. 


* Preliminary trading figures for 1969. 


In 1969, preliminary figures indicated that exports 
increased to 24.8 per cent of GDP and imports fell 
slightly to 26.7 per cent. The balance of payments 
in the first half of 1969 showed a substantial improve- 
ment, with the deficit being reduced to US$5.44 
million (including transfer payments). 


Marked changes in export markets have occurred 
recently, with the United States becoming the major 
outlet for Taiwan’s exports since 1967, replacing 
Japan. In 1969 the United States took 35.9 per cent 
of all exports, compared with 16.4 per cent in the 
case of Japan. In the third plan period, Japan was 
the leading export market, absorbing 29.0 per cent 
of all Taiwan’s exports, the United States was second 
at 20.1 per cent, and in the fourth plan period the 
share of Japan fell to 23.4 per cent and that of the 
United States rose to 23.3 per cent on average. In 
1969, Hong Kong maintained its position in the third 
place for exports. On the whole, the share of 
developed countries increased, with Japan, the United 


States and the Federal Republic of Germany taking. 


65.5 per cent of all exports in 1968 and 57.3 per 
cent in 1969, compared with an average of 52.9 per 
cent from 1961-1964. Exports to the countries in 
the ECAFE region fell from 53.7 per cent of total 
exports in 1967 to 45.6 per cent in 1968. (See table 
II-2-8) 


Table II-2-8. China (Taiwan): Trade with the 
ECAFE region and with the developing 
countries in the ECAFE region 


(Percentage) 


1966 1967 1968 


Imports Exports Imports Exports Imports Exports 


Trade with deve- 
loping ECAFE 


countries* 35.2 CR Be Sib. 27-9 Les 
Trade with ECAFE 
region 6098-5257 55:2 D2.U (4.6 ee zee 


Source: Economic Bulletin for Asia and the Far East, September 
1969, 1968 figures added. 


® ECAFE countries minus Australia, New Zealand and 
Japan. 


On the import side, Japan has replaced the 
United States as a major source of Taiwan’s imports. 
From 1961 to 1964, the United States supplied 41.4 
per cent of imports and Japan supplied 31.9 per cent 
on average, from 1965 to 1968 the United States was 
responsible for only 32.8 per cent and Japan for 
38.4 per cent, in 1969 the trend continued, with the 
United States share falling to 27.9 per cent and Japan’s 
remaining at 41.0 per cent. The Federal Republic 
of Germany maintained third place in both periods 
and in 1969. Imports from the countries in the 
ECAFE region rose from 51 per cent of total imports 
in 1968 to 55 per cent in 1969. 


By type of exports, industrial products increased 
from 45.1 per cent of total exports in 1961-1964 to 
66.4 per cent in 1968.82 Agricultural exports also 
increased, from 13.6 per cent to 18.4 per cent between 
the two plan periods, and the share of processed 
agricultural products fell. In 1968, agricultural pro- 
duce exports fell to 13.9 per cent of all exports, 
processed agricultural products fell to 20.6 per cent 
and the balance consisted of industrial exports. 


Of the exports, textile products were the single 
biggest earner, accounting for 26.2 per cent of total 
export earnings in 1969, as compared with only 21.7 
per cent in 1968, 17.9 per cent in 1967, and 14.0 per 
cent in 1966. This is indeed a remarkable achieve- 
ment at a time when import restrictions by developed 
countries and competition from suppliers in other 
developing countries increased, but a reversal of export 
diversification contains an element of risk. The 
specialized agricultural exports declined in 1968 after 
several years of growth, but increased again in 1969. 


82 Taiwan Statistical Data Book 1969, p. 136. 


Chapter II. Current Economic Developments and Policies 


135 


Canned pineapple increased by 3.7 per cent and 
canned mushrooms, asparagus and vegetables increased 
by 8.0 per cent. Rice exports fell in 1968 to 
US$13,930,000, the lowest level since 1962, continuing 
the falling trend since 1964. 


Imports exceeded US$1,000 million in 1968 for 
the first time.8 The share of capital goods imports 
_ was 35.2 per cent, or slightly less than the 1967 record 

of 37.6 per cent, the share of agricultural and 
industrial raw materials was 57.4 per cent and that of 
consumer goods, 7.4 per cent. During the last two 
plan periods, the share of capital goods rose from 
25.9 per cent during 1961-1964 to 33.0 per cent in 
1965-1968 while the share of both raw materials and 
consumer goods fell from 63.9 per cent to 59.4 per 
cent. Imports in 196) reached US$1,184.4 million. 
Machinery and tools were again the biggest single 
category of imports in 1969, accounting for 14.9 per 
cent of total imports, followed by electrical supplies, 
chemicals and metals, in that order, and together 
these three groups formed 33.2 per cent of total 
imports. 


Foreign exchange reserves increased from 
US$11.9 million in 1962 to US$393.2 million in 1967, 
but fell in 1968 to US$349.4 million.84 This was the 
first fall since 1965. The reserves increased again in 
1969 and, by October, stood at US$438.1 million. 
However due to the even greater increase in imports, 
reserves were sufficient on average to cover twenty- 
seven weeks of imports in 1961-1964, as against only 
twenty-four weeks in 1965-1968. In 1968, reserves 
were sufficient to cover seventeen weeks of imports 
only, due to both a fall in reserves and a large increase 
in imports. The situation had improved by mid- 
1969 and the reserves at the end of May 1969 would 
cover approximately nineteen weeks of current 
imports. 


Plans 
The fourth plan, 1965-1968, must be judged to 


have been accomplished very successfully as most 
targets were over-fulfilled. The target for increases 
in GDP was 31 per cent from 1964 to 1968, but the 
result was an increase of 49 per cent. On an annual 
basis, a planned 7 per cent growth turned out to be 
10.5 per cent in practice, second only to Japan in 
the entire world.8° The agricultural target for an 
18 per cent increase was surpassed with an achieve- 
ment of 29 per cent, while industry was planned for 
a 52 per cent growth and actualy achieved 85 per 
cent. Exports had been projected at a 9.1 per cent 
growth and achieved 17.0 per cent, while imports 
projected at 8.8 per cent actually reached 21 per cent 


83 Tbid., p. 140. 

84 Industry of Free China, July 1969, p. 164, converted at going 
exchange rate, bid., p. 192. 

85 Free China Weckly, 17 August 1969. 
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growth. Private consumption had been planned to 
increase by 5.6 per cent and actually attained 7.0 per 
cent, while Government consumption, planned at 7.2 
per cent increase, came out at 7.4 per cent. 


The fifth plan, 1969-1972, aims at improving the 
infrastructure and changing the emphasis from the 
labour-intensive industries to more capital-intensive 
industries, such as petro-chemicals, electronics, pre- 
cision equipment and heavy electrical machinery. 


National income is planned to grow at 6.97 per 
cent per annum, very much less than the 10.5 per 
cent achieved in the last plan period. The population 
increase is estimated at 2.15 per cent for 1969-1972 
and per capita national income is projected to rise 
by 4.71 per cent per annum. Gross capital formation 
is planned to increase at 9.9 per cent per annum, and 
private consumption is planned to increase at 5.11 
per cent per annum, slower than the fourth plan figure 
of 5.6 per cent and also less than the actual figure in 
the fourth plan period of 7.0 per cent. Government 
consumption is intended to increase at 7.79 per cent, 
or a little faster than the planned growth rate in 
income. Transport and communications are planned 
to grow at 7.4 per cent annually and industry at 9.2 
per cent. The structure of GDP by industrial origin 
is expected to change with a decline in the share of 
agriculture from 20.3 per cent in 1968 to 18.3 per 
cent in 1972. On the other hand, the share of 
industry will rise from 32.5 per cent to 35.2 per 
cent respectively, while the share of transport and 
communications will remain at 4.7 per cent. 


In investment allocation, emphasis will be placed 
on heavy industry and infrastructure. Industry will 
receive 43.3 per cent of fixed investment, as compared 
with 11.5 per cent for agriculture. Manufacturing 
industry will receive 30.2 per cent, the single biggest 
allocation, construction only 1.1 per cent, electricity 
11.0 per cent, mining 1.0 per cent and transport and 
communications 18.2 per cent of all fixed investment. 
The source of finance of the investment is anticipated 
to change very little from the pattern of 1968, with 
public enterprises and foreign capital providing the 
same percentage, but with net private savings falling 
from 55 per cent in 1968 to 52 per cent in 1972, 
and government saving increasing its share from 4 per 
cent to 7 per cent of all savings. The share of foreign 
capital will remain at 8 per cent of total investment 
finance, or US$359 million. However, a total of 
US$743 million of foreign capital will be required in 
all, of which US$261 million will be needed for repay- 
ment of debts and US$123 million for increases in 
the reserves. Of the US$743 million, 42 per cent 
remains to be negotiated in the form of loans. 


It is estimated that, by 1972, the total popula- 
tion will have increased by 1.2 million, and the labour 
force by 720,000. It is planned to create addi- 
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tional employment for 686.000 and the number of 
unemployed will increase slightly, by 34,000. Employ- 
ment in agriculture is projected to grow slowly at 
1.3 per cent per annum, and in industry by 5.2 per 
cent per annum. 


Exports are projected to grow at 12.5 per cent 
annually, a rate lower than the 17 per cent increase 
achieved during 1965-1968, and imports are planned 
to grow at 10.9 per cent per annum, much less than 
the 21 per cent of 1965-1968. The deficit in the 
balance of payments is projected to continue through 
1972, for goods and services, but its size will fall to 
US$81 million as compared with US$105 million in 
1968. 


The plan as a whole appears conservative as 
regards growth rates and investment rates and may 
therefore be overfilled, as commonly happens in 
Taiwan, but the lengthier gestation periods of the 
type of investment allocation planned for must be 
borne in mind. 


The projections on imports look a little sanguine, 
judging by past performance on both plans and 
outcome, and it may not prove possible to hold 
imports down to an average increase of 10.9 per cent 
without severe import controls and/or reducing the 
growth rate below the levels of the recent past, 
especially in view of the greater stress laid on heavy 
industry and infrastructure which tend to have a high 
import content. A tempting solution might be to 
run an increasingly large deficit by attracting larger 
amounts of foreign capital inflow, since this allows 
growth to continue unchecked and the country’s 
credit rating is not low in international circles. lf 
this latter eventuality occurs, there is a possibility 
that inflation, so successfully avoided in the past, 
may require to be controlled. 


India 


Introduction 


The Indian economy, in the 1969/70 financial 
year, the first year of the fourth five-year plan, is 
expected to achieve an over-all growth of 5 per cent 
which compares favourably with the plan target of 54 
per cent per annum. Agricultural and industrial 
output may increase by 43 and 7 per cent respectively. 
However, towards the end of the year, India finds 
itself in the midst of economic difficulties, such as 
slower than anticipated growth in exports, worsening 
climate for foreign aid in the donor countries, a 
declining rate of investment caused mainly by 
inadequate domestic savings, and a general uncertainty 
over the direction of economic policy. Difficulties 
in the relationship between the Central and the State 
Governments and regional differences among the 
States have raised many problems affecting the 
economic administration of the country. If anything, 


India in 1969/70 has been tending towards greater 
state control of the means of production and nationali- 
zation of some crucial sectors of the economy. The 
nationalization of the fourteen major commercial 
banks in July 1969 was subsequently invalidated by 
a ruling of the Supreme Court in February 1970, but 
the government acted immediately and introduced 
another ordinance to overcome some of the objections 
raised by the Supreme Court. 


During 1968/69, the full impact of the “Green 
Revolution” on the agricultural sector had not yet 
been felt and the economy could not make faster 
progress towards recovery from the slump experienced 
in the previous years. Although industrial output 
expanded by about 6 per cent, this was inadequate 
to revitalize the economy. With deficient demand for 
its products, induced both by the slow growth of 
agricultural output and the restraint on government 
spending, excess capacity in industry persisted. With 
recessionary conditions, the trade balance improved 
during 1968/69 (ending March) and_ reserves 
increased by $51 million to $769 million during the 
year. 


The most encouraging aspect of Indian economic 
performance during 1968/69 was the large increase 
recorded in the exports of non-traditional items. 


Tentative indications in 1969/70 are that there 
will be a continued but perhaps slightly slower expan- 
sion of exports along with declining imports. The 
accretion to reserves has continued and, by the end 
of December 1969, reserves had reached about $927 
million. The recovery has far to go yet and the 
importance of the agricultural sector appears further 
emphasized. The uncertainties in economic policies 
which affected the economic climate in 1969 are likely 
to disappear in the wake of the 1970/71 budget 
presented in February 1970. 


The move towards greater liberalization also has 
been affected by socio-economic uncertainties. Even 
earlier, the Industrial Licensing Policy Enquiry Com- 
mittee had raised some questions about the trend 
towards reliance on the price mechanism and the 
elimination of controls. With the continued develop- 
ment of the industrial sector, India, in common with 
many other developing countries, is searching for 
means to tackle the problem of industrial concentration 
and monopoly. 


On the brighter side, encouraging steps have been 
taken to rationalize administrative and managerial 
processes in the state industrial undertakings and 
project assistance from Japan was resumed. 


In spite of the initial promise held out to India 
by the “Green Revolution”, the pace of progress has 
been inadequate. In particular, there are signs that 
the domestic fertilizer manufacture programme has 
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been slow to catch up with the needs of the new 
agricultural strategy. Another by-product of the 
agricultural revolution in India which yet needs an 
answer is the alternative to food aid in helping to 
harness domestic resources. Without the requisite 
policy regarding taxation of incomes in the agricul- 
tural sector, the gradual decline of food aid would 
require measures to raise adequate domestic resources. 


In the field of trade and co-ordination of effort, 
the coming into effect of the Protocol between India, 
the United Arab Republic and Yugoslavia on 1 October 
1969, is worthy of notice. The countries have agreed 
on a single list of commodities for mutual tariff con- 
cessions and have agreed to add a further 57 items 
to the already existing 77. The trends towards 
co-operation in other commodities and with countries 
of Asia are yet to be decisively established, although 
some trade agreements with Asian countries have been 
negotiated recently. 


In the field of foreign assistance, the picture 
has become quite gloomy. In many ways the dis- 
enchantment of the donors with foreign assistance may 
be felt more severely in the situation prevailing in 
India. Because of the sheer quantum of assistance 
that has been given to India the evaluation of its 
performance has often tended to be much more 
stringent than for other countries although per capita 
aid flows to India are much smaller than to many 
other countries. With stagnating flows of assistance 
from the major donors, India has had to face the 
prospect of somewhat declining flows of total foreign 
assistance during the past two years. 


Table II-2-9. India: 


Problems of debt servicing have been increasing. 
Some relief has been provided by some degree of ad 
hoc re-scheduling. However, action by the donors on 
a basic acceptance of the necessity for softer terms 
in lending is yet to come. With the repurchase of 
$88 million from the IMF during 1969 and higher 
levels of foreign reserves, the pressure has been 
markedly reduced. 


While total availability of foreign assistance 
(loans and grants) has been on the decline since 
1966/67, fresh commitments in 1968/69, at $1,180.5 
million, were higher by almost 25 per cent than the 
previous year (but lower by about 45 per cent than 
the commitments for 1966/67). However, because of 
disbursements of the order of $1.6 billion in 1967/68, 
the year 1968/69 opened with a much smaller amount 
in the pipeline and consequently the total availability 
during the year was less than in 1967/68. Disburse- 
ments in 1968/69 were almost one third less than in 
the previous year and the 1969/70 financial year 
opened with an aid pipeline of about double the 
average disbursements over the past three years. 
Foreign assistance expectations, as reflected in the 
1969/70 budget, had envisaged a slight increase in 
1969/70 to bring receipts to above the level of 
1968/69. Expectations since then have, however, 
turned gloomy with the possibility of a large cut in 
the commitments of the United States. The 1970/71 
budget estimates net foreign aid receipts (including 
PL480) at about Rs 5,320 million which is about 
13 per cent less than the revised estimate for 1969/70. 
However, with declining imports and requirements of 
external inputs because of slow industrial recovery, 
India can expect to come out without any serious 
reduction in the pipeline availability for 1970/71. 


Grants and loans committed and utilized 


(in million US dollars) 


Commitments in the pipeline at the beginning 


of the year 
Year 


Fresh commimments 


Grants Loans PL-ASO Total Grants Loans PL-ASO Total 
1 DG GGG ate a, ert awl O14 2,308.8 226.1 2,650.3 106.2 1,504.3 523.5 2,134.0 
1967-68 35. oe 95.3 2,910.0 270.0 3,275.3 22.3 607.6 323.9 953.8 
LOGE {G9 ay ats 36.9 2,443.3 170.0 2,650.2 87.3 997.7 95.5 1,180.5 
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Total availability 


Disbursements 


ee 


Total Grants Loans 


Grants Loans PL-480 PL-480 Total 
1966-67 . 221.6 3,813.1 749.6 4,784.3 126.3 903.1 479.6 1,509.0 
1967-68 yas aoe E176 3,517.6 593.9 4,229.1 80.7 1,074.3 414.5 1,569.5 
VOG869Is Was be te 3,441.0 265.5 3,830.7 81.6 874.6 The.7, 1,068.9 
pee 

Balance of commitments at the end of the year 

Grants Loans PL-A8O Total 
196Gb soe Ps 95.3 2,910.0 270.0 3,275.3 
1967-68" eA 36.9 2,443.3 170.0* 2,650.2 
1968:69) 0°) 42.6 2,566.4 152.8 2,761.8 
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Source: Ministry of Finance. 


® Excludes de-obligated amount of $9.4 million, 


Performance and prospects, 1968/69 and 1969/70 


With an estimated 1.8 per cent increase in 
national income®® in real terms, the Indian economy 
progressed slowly along the path of economic recovery 
in 1968/69. Meanwhile, the population continued to 
increase at about 2.5 per cent and a net fall in per 
capita income was thus inevitable. Viewed in the 
light of the much larger 8.9 per cent increase that 
was achieved in 1967/68, the performance in 1968/69 
may appear disappointing. It should be remembered, 
however, that 1967/68 was a recovery year after two 
successive years of recession, crop failures and fall 
in national income; the growth achieved in 1968/69, 
though small in absolute terms, was above the 1967/68 
level. Viewed from another angle, 1968/69 was a 
year with the rate of growth smaller than the average 
annual increase of 2.8 per cent during the third plan 
period (1961/62 — 1965/66) which included the 
drought-ridden year 1965/66 when national income 
actually declined by 5.7 per cent. 

The slower rate of growth in 1968/69 was the 
result of an 1.4 per cent fall in agricultural crop out- 
put (as against the 19 per cent increase in 1967/68). 
Net output from the agricultural sector (including 
animal husbandry, forestry and fisheries) declined by 
1.1 per cent. However, with a 4.4 per cent increase 
in the output from the non-agricultural sectors, the 
national income rose by 1.8 per cent. 


The new fourth five-year plan (1969/70 — 
197374), which began in April 1969, projects an 
average annual rate of growth of about 5.5 per cent 
with a total plan investment of Rs 222.52 billion,8? 
a 5S per cent growth in agriculture and an 8 per 
cent growth in industry. Of the total plan investment 
of Rs 222.52 billion, public sector investment is 
placed at Rs 132.76 billion and private sector invest- 
ment at Rs 89.76 billion. Plan outlay in the central 
and state government budgets for 1969/70 was about 
Rs 22.7 billion which is less than the average annual 
rate of investment indicated in the public sector 
plans. There are no firm estimates available on 
the level of private sector investment, but capital 
market trends do not indicate any impetus to new 
capital issues. The expected 6-7 per cent increase in 
industrial production in 1969/70 will have to come 
about mainly through the fuller utilization of existing 
capacity following improved raw material supplies, the 
lagged effect of the liberalization policies introduced 
earlier and the minor fiscal incentives provided in the 
current year’s budget. Over-all, the economy may be 
expected to grow by about 5 per cent in the current 
fiscal year if foodgrain output reaches about 97 million 
tons and agricultural output increases by 4-43 per cent. 

86 Central Statistical Organization, “Quick Estimates of National 
Income for 1968/69”. 

87 Including current outlays in the plan, the target for total outlay 
is Rs 248.55 billion. 


88 The 1970/71 budget, however, provides for a 16 per cent in- 
crease in public sector plan outlays. 
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Agriculture 


Output in this sector had a slight setback in 
1968/69. The decline in output was significant in 
minor cereals, such as barley, bajra, ragi and maize, 
in pulses and in commercial crops, such as cotton, 
jute and oilseeds. However, large increases in the 
output of wheat and somewhat smaller increases in 
rice, the two staple foods of a majority of the popula- 
tion, and large increases in sugarcane were the 
redeeming feature of agricultural performance in 
1968/69. The unfavourable crop situation was mostly 
attributed to unfavourable weather conditions, but in 
some cases reduced acreage was also responsible. 


Foodgrain production in 1968/69 declined to 94 
million tons from the record crop of 95 million tons 
in 1967/68 (revised estimates). The earlier estimates 
of 96 million tons had to be revised downwards 
because of declines in the output of barley (31 per 
cent), bajra (27 per cent), ragi (13 per cent) maize 
(9 per cent) and pulses (14 per cent). The hearten- 
ing increases in the yields as well as the outputs of 
wheat and rice (12.8 and 5.7 per cent respectively) 
only partly offset the shortfall in the others and con- 
sequently total foodgrain output fell by about 1 per 
cent. 


Wheat and sugarcane appear to be the main 
beneficiaries of the agricultural modernization pro- 
gramme in India. However, total area under high- 
yielding varieties of seeds is estimated to have 
increased from 1.9 million ha in 1966/67 to 6 million 
ha®® in 1967/68 and is expected to be 8.5 million 
ha in 1968/69. Similarly, there has been almost a 
doubling of the area under multiple-cropping in 
1968/69. The consumption of all types of chemical 
fertilizers has risen from about 0.65 million tons in 
1964/65 to about 2.8 million tons in 1968/69.°° 


Among the cash crops, sugarcane alone showed a 
higher output: a significant 30 per cent over the 
1967/68 crop of 100 million tons. Oilseeds, cotton 
and jute crops declined and this in turn caused 
stringent supply conditions in the industries using 
them as raw materials. In the case of raw cotton, 
imports in 1968/69 (130,000 tons) were also lower 
than in 1967/68 (143,000 tonnes). The decline in 
raw jute output was precipitous (from 7.5 to 4.3 
million bales) and the steps to increase imports 
(from 20 thousand to 600 thousand bales) could not 
redeem the situation and raw jute prices rose sharply 
over the year. Output of oilseeds declined from 8.2 
to 6.9 million tons and imports of soybean oil are 
estimated at 0.08 million tons, the same as in the 
previous year. 

89 Of which, 1.78 million ha were under rice and 2.94 million ha 


under wheat. 
90 Government of India, Economic Survey 1968/69, p. 7. 
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The Agricultural Prices Commission had estimated 
total production of kharif (autumn) foodgrains at 
about 68 million tons, of which rice was about 42 
million tons. Subsequent estimates place total kharif 
foodgrains production at 65-66 million tons. Assum- 
ing that the output of rabi (spring) foodgrains and 
pulses are maintained at last year’r levels of 21 and 
10.4 million tons respectively, total output of food- 
grains this year may be about 97 million tons. But 
this will be a conservative estimate. There might very 
well be an increase in the rabi production as well. 
Punjab and Haryana have reported forecasts of 
bumper wheat crops this rabi season and total wheat 
production may go up by a million tons. Foodgrain 
production in 1969/70 may increase by at least 4 
per cent. 


With regard to commercial crops, output of oil- 
seeds is expected to increase substantially, from 6.9 
million tons last year to about 8 million tons. 
Similarly, raw jute output will go up from 4.3 to 
about 7.2 million bales. The prospects for the sugar- 
cane crop are also reported to be good, with favour- 
able weather conditions, and available reports of cane 
sowings indicate a further increase in output in 
1969/70. 


India now appears to be nearer self-sufficiency 
on the food front. The breakthrough in agriculture 
is gaining momentum and “modern” agriculture is 
fast catching on. The Indian farmer has demonstrated 
his readiness and willingness to adapt and, assisted 
by the spread of institutional facilities for credit, 
marketing, fertilizer purchase, farmer education, 
guaranteed price support, etc., the “Green Revolution” 
is spreading. 


However, the impact of the “Green Revolution” 
has so far been substantially on wheat, and, to some 
extent, rice. Other crops, such as the minor cereals 
and pulses, cotton and jute, are yet to benefit and 
their yields are low compared with those obtaining in 
many other countries. Agricultural policy should con- 
centrate also on increasing the yields of commercial 
crops such as jute, cotton and oilseeds so that there 
will be a steady resource base for industries dependent 
on them. 


Industry and mining 


The seasonally adjusted index of industrial 
production (1960100) showed a 6.6 per cent 
increase in the calendar year 1968. Except for 
significant declines in cotton textiles, jute manufac- 
tures and tea, which together have a weight of about 
18.5 per cent in the index, the increase was spread 
over most industries. Significant growth industries 
were chemicals and chemical products (33 per cent), 
cement (20 per cent), petroleum refinery products 
(20 per cent), aluminium (10 per cent) and prime 
movers, boilers and steam generating plants (156 per 
cent). 


Cotton-textiles and jute-manufacturing industries 
were plagued by raw material shortages; the latter 
had, in addition, restive labour which brought about 
production losses through strikes, lock-outs and 
gheraos (forced confinement of management by 
labour). The strikes and labour unrest which affected 
the tea industry also, particularly in the Darjeeling 
and Jalpaiguri districts of West Bengal, cost an 
estimated Rs 100 million in lost output, wage settle- 
ments and ad hoc grants to labour. According to the 
Reserve Bank of India Annual Report for the year 
ended 30 June 1969, the number of man days lost 
through strikes and lock-outs during 1968 was 13.83 
million, compared with 17.14 million in 1967 and 
an annual average of 5.8 million man-days lost during 


1961-1965. 


A number of basic and heavy industries, which 
have only a small weight in the total industrial pro- 
duction index, showed declines in output. Examples 
are: manufacture of mining, earth-moving and con- 
struction machinery; machinery, apparatus and sup- 
plies for the generation, storage, transmission and 
transformation of electrical energy; electrical motors 
and furnaces; electrical cables and insulators; and 
railroad equipment. These industries are dependent 
to a large extent on the demand for their products 
generated by public sector investments in projects 
using them, such as power projects, irrigation and 
rural electrification works, steel mills and railroad 
expansion works. The slowing-down in public sector 
investments in 1967/68 and 1963/69 accentuated the 
already existing recessionary conditions in these 
industries, although some recent export orders for 
their products may indicate better prospects. 


Consumer goods industries emerged as one of the 
leading growth sectors and provided the main impetus 
to the increase in the aggregate industrial production 
index. The growth rate for this group as a whole 
was over 12 per cent. Among them, sewing machines, 
bicycles, motorcycles and scooters, refrigerators, soap 
and water meters showed a prominent upward trend 
in production. During October 1968 to April 1969, 
production levels in these industries were higher by 
20 per cent or more than during the same period a 
year before. Producers’ stocks of finished goods are 
also reported to have declined. A part of this boom 
may be attributed to the expanding rural demand 
arising from higher purchasing power in rural areas 
which, in turn, is a direct result of the “Green 
Revolution” and agricultural recovery. While it is 
a safe guess that rural incomes have increased follow- 
ing the agricultural recovery, the emergent pattern 
of effective demand was unanticipated and the boost 
it gave to industrial goods was experienced by many 
of the consumer durables industries and by manu- 
facturers of iterns of daily consumption. 
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Despite lags in certain basic industries, there 
was an over-all improvement in industrial production, 
and the rate of growth of 6.6 per cent in 1968 was 
a marked improvement over the earlier two years 
when the over-all index was almost stagnant. How- 
ever, there is a long way to go yet before the growth 
rate can regain the pace that was maintained in the 
early sixties. Between 1961 and 1965, the average 
annual increase in the index of industrial production 
was over 10 per cent. Yet another feature of the 
industrial recovery in 1968 was the improvement in 
capacity utilization, particularly in intermediate and 
consumer goods industries. According to the Reserve 
Bank of India Annual Report 1969, the stock-output 
ratio in these industries showed a significant fall. In 
contrast, however, it appears that there has been 
very little improvement in the utilization of capacity 
in a number of basic industries. In some of them it 
may indicate some degree of over-built capacity (heavy 
machinery, railway wagons) ; in others, bottlenecks in 
raw materials and component supplies prevented fuller 
capacity utilization (steel castings, heavy structurals, 
steel pipes and tubes) ; and in some others, there was 
a variety of problems, such as labour troubles, 
technical snags and management difficulties. 


Unofficial estimates place the rate of growth in 
industrial production in 1969 at about 7 per cent. 
This assumes that there will be no significant con- 
straints in power and transport. Industries other 
than cotton textiles may be expected to show a growth 
rate of 7-8 per cent while the cotton textile industry 
is likely to register only a marginal growth. 


A disturbing aspect of the short-term outlook for 
industry is the failure of private investment to recover. 
The capital market was on the whole sluggish and 
dormant despite the recovery and buoyancy in the 
share-market. The index of variable dividend securi- 
ties increased by 11 points (14 per cent) between March 
1967 and March 1969. Between April and June in the 
1969/70 fiscal year, the index increased by another 
10.3 points (11.6 per cent), and between July and 
September there was a two-point decline. There was 
significant buoyancy in the share-market from the 
beginning of the year, influenced in part by the con- 
cessions granted in the 1969/70 budget; fearing a 
run-away increase in share prices and in order to avoid 
unhealthy speculation, the Government completely 
banned forward trading in July. The market was 
somewhat subdued after that and a decline in share 
prices took place. The behaviour of share prices in 
the first half of 19699! was a fairly good indication 
of industrial recovery and profits, but the absence of 
a recovery in fresh capital issues leads one to the 
conclusion that whatever recovery has taken place has 
relied more on fuller use of existing capacity than on 

91In the first six months of 1969, the average monthly index of 


equity share prices increased by 12.1 points (18.4%) compared with 
the 6.5 points (8.7%) increase in the same period in 1968. 


newly created capacity. The long-term implications of 
this phenomenon need no emphasis. The private 
sector in 1969 was not yet ready with firm plans for 
new investments, and entrepreneurs were keenly 
watching for clearer indications of government policy 
changes. 


The long-term outlook for industrial development 
appeared somewhat unclear in 1969 because of uncer- 
tainties in the direction of policy. The delays in 
taking policy decisions resulted in a stalling of 
guidance and incentive support from the Government. 
As a result of these difficulties, the administrative 
machinery of the Government proceeded with great 
caution, waiting for a clearer definition of policy to 
be announced. 


The recently released Dutt Committee Report®? 
on industrial licensing policy has recommenced far- 
reaching and radical changes in industrial develop- 
ment and licensing policy. The recommendations of 
the Dutt Committee, as well as those of the earlier 
one on industrial planning and licensing policy®* have, 
in effect, called for a return to the pre-decontrol era 
and greater public sector participation in private 
industry, at least in those private sector companies 
which have obtained financial assistance from 
government-owned financial institutions. There is 
also a recommendation calling for a ceiling on the 
size of an industrial unit that may be permitted to 
operate in the private sector. The Monopolies Bill 
has been passed in the Indian Parliament. It appears 
very likely that all these recommendations may be 
accepted by the Government and a new industrial 
development policy may emerge before long with a 
bias towards the expansion of the public sector. 


A shift towards greater public ownership and 
control of productive enterprise seems to be develop- 
ing. In practical terms, this may lead to a much 
greater effort at resource mobilization for the. public 
sector. Nationalization of the major commercial 
banks may be the first step towards this goal, but 
some other policy changes may come about. These 
changes may not be confined to the industrial sector 
alone; the agricultural sector also may have to under- 
go some economic reorganization. There is evidence 
that the Government will ¢peed up implementation of 
land reforms. 


The new thinking on industrial development in 
India is largely conditioned by the fundamental objec- 
tives of the pattern of society to be evolved through 
planned efforts. After almost two decades of planned 
development effort, and despite some remarkable over- 
all progress in agriculture and industry, per capita 


92 Report of the Industrial Licensing Policy Inquiry Committee, July 
ve ‘ 


93 Planning Commission (R. K. Hazari), Final Report. Industrial 
Planning and Licensing Policy, 1967. 
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income in real terms had gone up by only 1-1.5 per 
cent a year up to 1964/65.94. Moreover, the dis- 
tribution of the gains of development has not 
proceeded evenly or been sufficiently extended to all 
sections of the society. Disparities have perhaps 
widened with the increase in aggregate income, output 
and consumption. The objective of preventing con- 
centration of economic power has not resulted in all 
cases in practical policies for implementation.2> While 
land reform legislation and ceilings on landholdings 
are encountering resistance from the vested interests 
in the agricultural sector, industrial development in 
the private sector in recent years is alleged to have 
unduly favoured the expansion of the larger indus- 
trial houses. These enterprises according to the 
Industrial Licensing Policy Enquiry Committee, had 
obtained a disproportionate share®* in industrial 
licences issued for new units as well as for expansion. 
The Dutt Committee also observed that the influence 
built up by the larger industrial houses even worked 
in such a way as to pre-empt capacities in certain 
sectors. With the enactment of the Monopolies Bill 
and the likely implementation of many of the recom- 
mendations of the Dutt Committee, industrial develop- 
ment policy is likely to concentrate on rectifying 
these imbalances and also provide incentives for the 
industrialization of backward areas. 


Prices and money supply 


The relative price stability that was achieved in 
1968, after several years of continuous and sometimes 
sharp increases, was slightly eroded in 1969. The 
official all-commodity index of wholesale prices 
(1961/62—=100) increased by 4.7 per cent in 1969 
as against a 2.6 per cent fall in 1968.97 All major 
components of the index, with the exception of liquor 
and tobacco registered substantial increases. At the 
end of 1969, the food articles group was up by 5.8 
per cent, industrial raw materials by 9.2 per cent, 
manufactures by 7 per cent, chemicals by 8.3 per cent 
and machinery and transport equipment by 4.5 per 
cent as compared with their levels at the end of 1968. 
Price movement was almost continuously on the 
increase through July 1969. During August to 
October there was a small decline and, in the last two 
months of the year, prices began rising again. 
Towards the end of 1968 and in early 1969, contra- 
seasonal increases in the price of rice were evident 
despite the bumper kharif rice crop. This movement 


941In the years since 1964/65, there has actually been a decline ir 
teal per capita income. 

55 However, the Dutt Committee Report, released in July 1969, 
recommended two specific measures to control the development of 
monopolistic groups in the private sector: (i) prevention of further 
development (expansion) of the twenty largest industrial houses and 
(ii) government participation through conversion of loans provided 
by government financial institutions into equity shares. 

% Disproportionate in relation to their numbers as well as their 
share in the total paid-up capital of all private sector companies. 

97 Monthly averages. 


was attributed to the heavy purchases by the Govern- 
ment for building up buffer stocks. Wheat prices 
declined through May with the flow of rabi wheat into 
the markets, but began to edge up from June onwards. 
However, both wheat and rice prices declined signi- 
ficantly after September. The prospects of a fairly 
good kharif crop in 1969/70, with a 4 per cent 
increase expected for foodgrains output, should help 
stabilize prices. Government stocks are also reported 
to be adequate and the buffer stocks are expected to 
increase from about 3.5 million tons at the end of 
1968/69 to about 5 million tons by the end of 1969/70. 
Oilseeds prices accounted for the bulk of the increase 
in the raw materials group. Raw jute prices declined 
appreciably over the year, while raw cotton showed a 
small increase. Here again, the over-all movement 
was one of almost continuous increase through July 
and a decline thereafter through October. In the last 
two months of the year there was a resumption of 
the upward movement. The decline in the prices of 
foodgrains and industrial raw materials between July 
and October was mainly due to the anticipation of a 
bumper crop in 1969/70. The subsequent increases 
in their prices followed in the wake of a slight down- 
ward revision of the estimates of foodgrains production 
(from 100 to 97 million tons) as well as the estimates 
for cotton, raw jute, groundnut and other oil seeds 
production in 1969/70. The price increases in the 
manufactures sector are attributed to the rise in wages 
granted to labour in two major industries, jute and 
cotton textiles. 


Money supply recorded an 11.6 per cent increase 
during 1969 as against a 5.6 per cent rise in 1968. 
There was a larger expansion of currency,®® presum- 
ably following the rise in rural incomes. As regards 
the factors responsible for the changes in money 
supply, a substantial rise of Rs 2.48 billion®® in net 
foreign exchange assets of the banking sector (Rs 880 
million in 1968) was the major factor in this 
expansion. The expansion of net bank credit to the 
government as well as the private sector was also 
higher than in 1968. However, the Reserve Bank’s 
holdings of ad hoc treasury bills, which indicates the 
extent of budgetary deficits of the central government, 
showed a net creation of only Rs 150 million in 1969, 
as compared with Rs 2.1 billion in 1968. 


The pressure on prices that was evident in 1969 
may be attributed partly to the rise in aggregate 
demand as reflected in the accelerated growth in 
money supply and partly to the shortages in some 
items of foodgrains, such as pulses and coarse grains, 
and key raw materials, following the decline in their 
production in 1968/69. 

98 Rs 3.93 billion in 1969 as against only Rs 1.62 billion in 1968. 


Deposit money increased by Rs 2.34 billion (Rs 1.25 billion in 1968) 


and total money supply by Rs 6.27 billion. : ; 
99 Excluding the rise on account of the revaluation of gold held in 
the Issue Department of the Reserve Bank with effect from 1 February 


1969. 
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Foreign trade and balance of payments 


Extreme caution and conservatism in import 
licensing policy and the success of determined export 
promotion efforts appear to have paid dividends and 
there was a significant improvement in the trade 
balance in 1968/69. The trade deficit narrowed from 
about $1,145 million in 1967/68 to about $670 million 
in 1968/69. Preliminary estimates for the first eight 
months of 1969/70 indicate a further decline in the 
deficit.1°° 


Taking into account foreign aid utilization, debt 
service obligations and other transactions, including 
private capital flows and net transactions with the 
IMF, there was a net increase in foreign exchange 
reserves of about $51 million in 1968/69 compared 
to an increase of $80 million in 1967/68. The 
increase in the reserves in 1968/69 was achieved after 
repurchasing $78 million from the IMF and refunding 
$15 million of special deposits placed by the IBRD 
under the debt relief arrangement. In 1967/68, how- 
ever, the reserves had benefited from a net purchase 
of $32.5 million from the IMF and special deposits 
of $46 million by the IBRD for debt relief. 


Current expectations are that exports in 1969/70 
will show a more moderate increase than the unprece- 
dented 13 per cent rise achieved in 1968/69. Total 
exports are likely to be of the order of $1,900 million 
compared with last year’s $1,805 million, a 5.3 per 
cent increase. The growth in export earnings last year 
was achieved despite a fall in traditional exports such 
as tea, jute manufactures, tobacco and raw hides and 
skins. The growth exports have been in iron and 
steel, electrical goods and machinery, transport equip- 
ment, iron ore, cashew kernels and leather and leather 
manufactures. These same export goods should raise 
total earnings in 1969/70 also, although some supply 
bottlenecks have emerged in respect of a few of them. 
Steel shortages that developed in August-September of 
1969 considerably affected the export trade in bars 
and rods and other fabricated and re-rolled steel pro- 
ducts. The shortage had been felt by early October 
and affected export commitments as well as indigen- 
ous re-rollers and small scale fabricators, and the 
engineering industry had to curtail production. 
Shortages were also felt in pig iron, mild steel and 
alloys. The steel supply situation had worsened by 
mid-November, and the Government had to reintroduce 
distribution controls which, in effect, meant a return 
to conditions prevailing before May 1967 when steel 
was declared a decontrolled commodity. The situation 
that has developed will very likely not only affect 
exports of iron and steel, but also set in motion a 
chain reaction affecting the export capabilities of prac- 

100 During April-November 1969, exports were $1,222 million com- 
pared with $1,219 million in the same period of 1968. Correspond- 
ing estimates for imports are $1,348 million in 1969 and $1,682 


million in 1968. The trade gap thus narrowed from $463 million 
to $126 million. 
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tically the whole range of engineering industries. 
Despite the corrective measures being attempted by 
the Government, steel and engineering goods exports 
in 1969/70 may not show any significant increase over 
1968/69. An order of 2,000 railway wagons for 
export to the USSR, if it had materialized, would 
have meant exchange earnings of Rs 230 million. In 
the case of jute manufactures, which had traditionally 
been the single biggest export earner for India and 
which in recent years have been ont the decline because 
of competition from other countries as well as synthetic 
substitutes, the prospect for 1969/70 appears good 
with the possibility of a bumper jute crop in the 
current year and the fall in raw jute prices in recent 
months. From a peak $384 million in 1965/66, jute 
exports steadily slipped to $290 million in 1968/69. 
Exports in the first three months of 1969/70 were 
about $79 million. The jute industry which is mainly 
based in the state of West Bengal has been persistently 
troubled by labour unrest. The raw jute supply 
situation appears to have eased, and following the cut 
in export duty from Rs 600 to Rs 300 a ton on 
carpet backing, the manufacturers are also reported 
to have offered a cut in the export price by as much 
as Rs 300 a ton. These developments should help 
improve the competitive strength of carpet backing, but 
the over-all performance of jute goods exports is not 
likely to be better than last year. 


Tea and cotton textiles may well maintain the 
1968/69 levels despite labour unrest and strikes in 
some of the plantations in the Darjeeling and 
Jalpaiguri districts of West Bengal. In the case of 
the cotton textile industry, improved raw cotton sup- 
plies should ease the constraints on cloth production 
to some extent, but, on the export front, it faces 
increasing competition from synthetic fabrics and 
sources such as Hong Kong and Japan. Iron ore 
exports may show some increase over the $118 million 
of 1968/69, especially in the light of reported new 
interest from Poland. 


India’s export promotion policy has undergone 
considerable change, modification and adjustment over 
the last three years. In several instances, the export 
duties that were introduced soon after the rupee 
devaluation in June 1966, with the intention of 
siphoning off a part or the whole of the windfall rupee 
realizations accruing to the trade and industry, have 
had to be revised downwards or even repealed in 
line with the changing conditions in the industries 
and foreign markets. The policy with regard to export 
subsidies and import entitlement licensing has also 
been modified to suit changing circumstances. Recent 
examples are the reduction in the export duty on 
carpet backing and the withdrawal of cash subsidies 
on steel exports following the rise in the international 
price of steel and the general shortage of steel that 
has developed in the world markets. India could 
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very well have capitalized on these developments and 
established new markets for its steel, but domestic 
production bottlenecks developed in the meantime and 
supplies to the export sector were restricted. 


Total exports in the first four months of the 
1969/70 fiscal year were about $605 million, or 6.9 
per cent higher than during the same period in 
1968/69. In fact, the performance in the first quarter 
was even better —12 per cent higher than the first 
quarter of last year. But then there was a decline in 
exports in July. With the reported fall in the exports 
of steel and engineering goods in recent months, total 
exports in the current year may not show an increase 
of more than 5 per cent and may be of the order 


of $1,900 million.1% 


On the imports side, the decline that began in 
1966/67 continued into 1968/69. Provisional 
estimates for 1968/69 place total imports at $2,480 
million which is about 9 per cent less than the $2,745 
million of 1967/68. This was mainly due to smaller 
food imports. Non-food imports remained roughly 
at the previous year’s level. This again provides some 
evidence that the serious attempts at import sub- 
stitution are beginning to show results. The down- 
ward trend in total imports appears to have continued 
in 1969/70 also as the data for the first four months 
(April-July) show total imports at $649 million as 
against $924 million during the same period in 
1968/69. Commodity details are available only for 
the period April-June when non-food imports were 
down to $373 million from the $544 million of the 
same period last year. Food imports were also down 
as were other important commodity groups, such as 
cotton, fertilizers, petroleum and petroleum products, 
chemicals, non-ferrous metals and machinery, but there 
is no guarantee that this trend will continue or be 
maintained for the. rest of the year. Two kinds of 
forces will act on imports and pull in opposite direc- 
tions. On the one hand, the desire for self-sufficiency, 
import substitution and conservation of foreign 
exchange will call for continuance of the already 
restrictive import policy or even recommend a further 
tightening. The possibility that foreign aid will fall 
considerably short of the expectations enterained at 
the beginning of the 1969/70 fiscal year will lend 
support to this line of argument. The Central Govern- 
ment budget postulated a net absorption of foreign 
aid (excluding PL-480 assistance and debt repayments) 
of about $620 million in 1969/70. Developments 
since then have shown a hardening of attitude towards 
economic aid on the part of the main aid-giving 
countries, particularly the United States, as evidenced 
by the cuts applied to the foreign aid bill in the 
various stages of its passage through the United States 
Congress. On the other hand, leaving aside food 

101 Preliminary estimates, based on actuals up to September 1969, 


show that total exports in 1969 will be about 3.6 per cent higher than 
in 1968. The increase in 1968 over 1967 was 9.2 per cent. 


imports, if the industrial sector is to grow by 7 or 
8 per cent, import demand for raw materials and 
accessories, particularly scarce items of steel, non- 
ferrous metals, etc., may increase, thereby raising the 
total import bill. A relevant example is the recent 
acute shortage of certain categories of steel and the 
Government’s efforts to import them to feed the 
domestic engineering industry. However, if the low 
rate of new capital formation in the private corporate 
sector and the low growth rate of government invest- 
ment in the public sector continue, total import demand 
of the industrial sector in the current year may not 
exceed last year’s level. Allowing for some fall in 
food imports (in the wake of good harvests) total 
imports in 1969/70 may at the most be only about 
the same as last year, if not less. This should mean 
an improvement in the balance of payments position 
and a net addition to the foreign exchange reserves, 
considering the projected increase in exports. Pre- 
liminary estimates for the first three quarters of 
1969/70 show a net accretion of $158 million to the 
reserves as against a depletion of 36 million in the 
comparable period of 1968/69. Over the calendar 
year 1969 there was a net increase of $245 million 
($20 million in 1968), and total reserves at the end 
of December 1969 stood at $927 million which is 
higher than any year since 1957. The notable 
improvement in the reserves position in 1969 has 
resulted mainly from a significant fall in imports. 
Exports, as already mentioned, have shown only a 
halting increase. 


Objectives and policies 


Although the drought years of 1965/66 and 
1966/67, the accompany economic recession, border 
troubles and a variety of other reasons prevented the 
implementation of a fourth five-year plan that was 
drafted in 1964, India has had a series of separate 
annual plans for the three years since the end of the 
third plan in March 1966. A new fourth five-year 
plan was drafted for the period April 1969 — March 
1974 and presented to Parliament in April 1969. 


Indicative planning by the Central Government 
has been accepted as the modus operandi of the 
development process in India. However, the plan 
documents are mainly concerned with programmes 
and projects in the public sector. Resource allocation, 
sectoral growth targets, etc. are worked out in con- 
siderable detail for the public sector. As against this, 
only the over-all investment target is prescribed for 
the private sector. The sectoral distribution of 
resources, subject to the over-all targets, is left to the 
private sector which is controlled through industrial 
licences, fiscal policy, price and distribution controls 
and other measures at the disposal of the Government. 


In recent years, there has been a shift towards 
liberalization of the various controls on the private 
sector and expansion of the scope for its development. 
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The de-licensing of selected industries in 1966 and 
the partial withdrawal of controls on capital issues 
were steps towards liberalization. This was supple- 
mented by the industrial licensing policy announce- 
ment of February 1970, which abolished the formality 
of obtaining prior licences for industrial units with 
assets of up to Rs 10 million (US$ 1.33 million) if 
they had only 10 per cent or less of foreign exchange 
requirement. The new industrial policy seeks to assist 
the growth of small and medium-sized entrepreneurs 
and, at the same time, prevent further expansion of 
existing big industrial houses. 


A demand is emerging for more comprehensive 
state control of the means of production and the access 
to economic resources. Emphasis is currently being 
laid on the declared objective of establishing demo- 
cratic socialism in the country. The revised draft 
fourth plan has increased the share of public sector 
outlay from about 55 per cent to almost two thirds 
of the total oulay. However, a continuing debate is 
taking place on the political front on the economic 
issue between comprehensive state control and 
moderate liberalization. 


The net result of the uncertain situation in 1969 
was a slow-down in the rate of new private invest- 
ment. Consents for capital issues in respect of non- 
government public limited companies in the form of 
shares and debentures (excluding bonus and mis- 
cellaneous issues) amounted to only Rs 765 million 
in 1968/69 (April-March) as against 126.1 crores in 
1967/68.1°2 There is no evidence of improvement in 
the current year. According to preliminary data new 
capital issues through both prospectus and company 
incorporation during 1969 was substantially lower at 
Rs 575 million as compared with Rs 684 million in 
1968 and Rs 816 million in 1967. This decline in 
the rate of new capital issues is rather disturbing in 
the context of a bouyant share market and rising share 
prices!° following the recovery of 1967/68. Yet 
another indication of the slow-down in new invest- 
ment activity is the decline in the total financial 
assistance disbursed by the term-lending financial 
institutions. The total assistance disbursed by these 
institutions in 1968/69 (April-March) was Rs 851 
million as compared with Rs 1,050 million in the 
previous year.1°* New investment was still shy in 
1969, probably because of the uncertainty regarding 
the shape of industrial development policy (and 
economic policy in general) that will emerge. 

102 Reserve Bank of India, Annual Report for the Year ended 30 
June 1969, p. 14. 

103 During calendar year 1969, the Reserve Bank of India index for 
variable dividend industrial securities (1961/62 = 100) gained 9.2 
per cent as against a 7.9 per cent increase in 1968, despite sharp de- 
clines registered during July-August immediately after the nationaliza- 
tion of 14 major commercial banks on 19 July and towards the end 
of the year because of fears of increasing direct taxation and greater 
government control measures in the next budget. 


104 Reserve Bank of India, Annual Report for the Year ended 30 
June 1969, p. 15. 


Public sector plan investment, which had not 
shown any appreciable improvement since 1966/67, 
has however been given a welcome boost in the 
1970/71 budget. Total annual plan outlay in the 
public sector was practically stagnant between 1966/67 
and 1968/69.1°° In 1969/70, plan outlay was only 
Rs 23.39 billion,!°® which was less than the estimated 
outlay of Rs 23.6 billion in 1968/69.1°7 However, the 
1970/71 budget estimates total plan outlays at Rs 
26.37 billion, a 16 per cent increase over 1969/70. 
Nevertheless, the rate of investment has to improve 
considerably in the next four years if the intended 
plan targets are to be realized. This calls for greater 
effort in domestic resource mobilization and a cau- 
tious and restricted expansion, if not reduction, in 
the commitments of non-development expenditure in 
the public sector. The policy objectives and desired 
line of action are laid out in the draft plan as well 
as in the Budget Statement of February 1970. The 
domestic saving rate has to be increased from the 
estimated 8 per cent in 1968/69 to the desired 12.6 
per cent in 1973/74 and the rate of investment from 
about 10 per cent to 13.8 per cent. It is anticipated 
that there will also be a reduction of net foreign aid 
by half the present amount; elimination of food 
imports by 1971; increase in exports by 7 per cent 
per annum; and maintenance of relative price stability. 
The initial breakthrough that has been achieved on 
the agricultural front will have to be sustained and 
built upon; this may very well provide the foundation 
on which the growth potential in the other sectors 
can be built up. It will however call for a whole set 
of suitable fiscal and monetary incentives. With the 
uncertain extent of the role of the private sector, the 
performance of the expanding public sector and its 
ability to generate significant net saving will be a 
crucial factor influencing India’s development efforts. 


Indonesia 
General review 


The transition from stabilization to development 
efforts characterized the Indonesian economy of 1969. 
Marked reduction in the rate of price increase, after 
years of rampant inflation, permitted policy-makers 
to shift emphasis to problems of development. This 
was made urgent by the side effects of the stabilization 
policy: the tendency towards stagnation in many lines 
of activity. 


Production of foodstuffs other than rice seemed 
to have recovered from the setbacks in 1967 and 
1968. Another successful year of rice production did 
not obviate price increases and the necessity for large- 
scale imports. High international prices for rubber 


105 Rs 21.37 billion in 1966/67; 22.42 billion in 1967/68; and 
23.6 billion in 1968/69. 

106 Revised estimate for 1969/70. 

107 Planning Commission, Annual Plan 1969/70, Table 2.4. 
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and other estate crops and favourable weather condi- 
tions were responsible for greater production and 
exports. 


Petroleum exports increased rapidly. Tin, nickel 
and other minerals showed significant increases as a 
result of rehabilitation and of exploration and produc- 
tion by new companies. Foreign investment projects 
were approved at a rapid pace, especially in mining; 
prospects for mineral exports are therefore bright. 
Timber, a relatively new export for Indonesia, will 
also become an important exchange earner as the 
foreign firms investing in this sector start to export. 


Foreign and domestic investment in manufactur- 
ing remained small, hampered by stagnating demand 
in the wake of stabilization efforts and by lagging 
implementation of medium and long-term financing. 
A government savings drive, begun in October 1968 
with attractive interest rates, yielded an increase in 
deposits with state commercial banks from Rp 1.9 
billion to over 33 billion at the end of 1969, despite 
the progressive lowering of interest rates as stabiliza- 
tion became more apparent. Interest rates on loans 
were also lowered but the private business sector 
still complained of restrictive credit policies. 


Revised estimates for 1968 reflected a growth of 
real gross domestic product of 6.6 per cent; the 
increase in 1969 may well have matched or exceeded 
this. 


The Five-Year Development Plan, launched in 
April, marked the beginning of the new development 
era; it was a rather slow beginning as government 
expenditures and delayed project aid arrivals fell 
below targets. With the continued slow tempo of 
activity in the private sector, the government role in 
development remains crucial, though less direct since 
the return to market forces in October 1966. 


There is a causal interaction between these favour- 
able factors, increased utilization and growing aid 
commitments from Western countries. Foreign debt 
repayment has become increasingly serious. A recent 
proposal to Western donor countries suggested com- 
plete remission of interest and repayment of principal 
in thirty equal instalments, on the criterion that debt 
service on new and old debt should not exceed 20 
per cent of current earnings. 


In 1969, for the first time, the current expendi- 
ture budget showed a surplus —a welcome addition 
to the growing development budget. Salaries in 
government service are still extremely low; 90 per 
cent of all civil servants are said to earn less than 
$10 per month. Overstaffed government offices and 
low salaries make the administrative machinery 
inefficient, with unfavourable repercussions on produc- 
lion and economic performance. The 1970/71 budget 


calls for a 50 per cent increase in wages for all civil 
servants. To be effective, the increase must be accom- 
panied by rationalization of government offices. 


The Five-Year Development Plan 


On 1 April 1969, Indonesia launched its five-year 
development plan for 1969-1973. The present plan 
is perhaps the first serious attempt at implementing 
a development plan in Indonesia, despite two earlier 
attempts at planning. 


The first attempt was the five-year development 
plan for 1956-1960. Tardily approved by Parliament 
in 1958, the plan was virtually abandoned. The eight- 
year over-all development plan for 1961-1968 was 
haphazard and met a similar fate when the West Irian 
campaign and the conflict with Malaysia necessitated 
the diversion of resources. As a set of policy direc- 
tives, the second plan had lost significance in a 
situation of rapid inflation. 


Economic policy changes provide a favourable 
climate for the serious implementation of the present 
plan. Stabilization is being achieved earlier than 
expected, enabling the government to become the main 
agent of development by stepping up its investment 
rate. 


The five-year plan is a partial plan. Targets are 
set for certain key sectors for which data are avail- 
able and which are more susceptible to government 
influence. Comprehensive consistency among sectoral 
programmes has not been attempted. Sectoral targets 
were based on estimates of supply conditions and 
resource availability and on projected demand in 
external and domestic markets. 


Agriculture is to receive the major emphasis in 
the plan, principally rice and other foodstuffs, but also 
export commodities. Infrastructure and manufactur- 
ing will be emphasized insofar as they contribute to a 
rapid growth of food production, exports or import- 
substitutes for essential commodities such as textiles. 


Among the important targets is that of increasing 
rice production from 10.52 million tons in 1969/70 
to 15.42 million tons in 1974/75, a total increase of 
46.5 per cent, or an annual rate of 7.9 per cent. 
Optimistic though this target may appear, the 10.7 
per cent increase in rice production in 1968 gives 
cause for hope.1% 


During the period of rapid inflation and the 
subsequent two years of stabilization, production in 
much of industry and agriculture stagnated or retro- 


108 For comparison see Ceylon’s Planned Rice Programme for the 
8 years 1968-1976, projecting an increase of 85 per cent in production. 

109 For example, during the plan period, paper production is ex- 
pected to grow by 940 per cent to an annual rate of 166,500 tons, 
nitrogenous fertilizers by 767 per cent tc 27 annual rice of 403,500 
tons and cement production by 175 per cent to i,¢50 thousand tons. 
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gressed. The apparently optimistically high rates of 
growth indicated for most commodities thus represent 
recovery from below-capacity levels.1° 


In petroleum production, tin mining and other 
minerals, high production targets may be under- 
estimates, given the rate of approvals of contracts 
signed with foreign companies. Production of 
petroleum in 1969 rose by 20 per cent as against 
a plan target of 10 per cent. In addition, Indonesia 
has long neglected potential resources for new exports, 
such as timber and shrimp, both of which are rapidly 
expanding commodities in world trade. The increase 
in timber exports, by 1,000 per cent in five years, 
starts from a small base and is possibly a conservative 
estimate, judging from the extent of contracts for 
timber exploitation and export. 


While the physical targets of the plan may be 
quite realistic, data available on the performance of 
the first year of the plan show a serious shortfall in 
government expenditure. For the private sector, 
stagnating demand may pose a problem for reviving 
industrial production. Restrictive credit policies, high 
interest rates, and scarcity of long-term investment 
credit may accentuate the problems stemming from 
conditions of repressed demand. In these circum- 
stances, the role of public policy and investment 
becomes quite crucial. The public sector has long 
played an important role in Indonesia. Now, under 
conditions of “‘decontrol and de-bureaucratization”, 
although market forces will begin to affect the alloca- 
tion of resources, government must not only maintain 


Table I[I-2-10. 


Indonesia: 


price stability but also assume leadership in the : 
development process. 


Foreign project aid is becoming more important — 
to Indonesia under the five-year plan, because a major — 
part of the development budget is being financed by 
such aid. A delay in aid arrivals or protracted nego- 
tiations to release aid funds will affect the execution — 
of the plan. In 1969, frequent delays in provision 
of aid agreed upon at the Inter-Governmental Group 
on Indonesia (IGGI) meeting meant serious delays for 
several projects and, in part, accounted for the short- 
fall in development in expenditure. 


Supply and use of economic resources 


Recent comprehensive revision of the Indonesian 
national accounts permits a summary view of the 
over-all disposition of resources since 1960. (See 
table II-2-10) The virtual lack of structural change 
during 1960-1968 is doubtless the major characteristic — 
reflected by these data. The changes in economic 
structure which did occur appear mainly as a tendency — 
towards a decline in the commodity production share, 
chiefly in industry, until about 1965. The ostensible 
improvement in the performance of both agriculture 
and industry since 1965 is gratifying, particularly 
since the assessment of the growth of real output in 
commodity production sectors is less subject to 
inaccuracies in the correction for price changes. The 
lack of data for independent estimation of private 
consumption outlays limits the usefulness of the 
expenditure estimates. Nevertheless, the improvement 
in the rate of gross capital formation in 1968 is a 
salutary development provided it can be sustained. 


Resources balance, 1960, 1965-1968 


Rp ’000 million (1960 prices) 


Growth rate (per cent per annum) 


1960 1965 1966 1967 1968 1960-1965 1965-1968 1965-1966 1966-1967 1967-1968 — 
Value added by: 
(Algriculture” cs, feos os. te ee SLO 225.3 236.1 232.1 247.1 1.4 Set 4.8 le 6.5 
indastryer ns Ce ee : 54.9 59.0 60.1 61.5 69.7 1.5 Si, 1.9 2.3 13.3 
Utilities and transport... . 15.6 16.8 16.9 17.9 WA IES 1.8 0.6 5.9 iN: 
Commerce and finance . . . . 59.7 71.7 67.9 74.2 79.5 3.8 So ets 9.3 Zell 
Servicess fs Meee RIS) cn 32.0 35.8 36.6 37.6 38.8 Dees 27. 2 27 Shy 
Public administration and defence . 17.6 2S 24.3 25.0 25.0 3.9 25) 14.1 2.9 -- 
Gross domestic product at market price 390.2 429.9 441.9 448.3 477.8 2.0 3.6 2.8 135 6.6 
Imports® tiie: SAEs Pee os 49.0 47.5 45.5 58.3 68.9 —0.6 132 —4.2 28.1 18.2 
dotal supply-and: usen- sen see | ne Ue oRe 477.4 487.4 506.6 546.7 ley 4.6 21 3.9 7.9 
Consumption’. =]. ss ee SoG 385.0 391.1 417.9 437.9 1.6 4.4 1.6 6.8 4.8 
Private den sr bcs \s (iow ee eS Liles 356.0 350.8 381.7 401.7 Pag) 4.1 15 8.8 5.2 
Publicges micdiadee  dulussin | “Mba srdas 45.1 29.0 40.3 36.2 36.2 =8:4 deh 39.0 OZ _ 
@apitaletormauvions /. gl.) seuue vn Oe 30.7 36.2 40.7 33.2 47.2 3.4 9:2 12:44 =184 42.2 
IE DOrtS=ee ee ees cu oc etn | mies 52.0 56.2 55.6 blake) 61.6 1.5 Su rave le! =O0.2 11.0 


Source: Official sources. 


* Includes mining, manufacturing and construction. 


P Includes ownership of dwellings. 
© Merchandise and non-factor services. 
4 Residual. 
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Domestic agriculture 


Rice production in 1968 rose by 10.7 per cent 
to 10.3 million tons. Towards the end of 1969, it 
was announced that rice production reached 10.8 
million tons in that year. The price rises from August 
through October and the import figures suggest that 
the main harvest may perhaps have been low. The 
retail price of rice fell in April and May with reports 
of a good main harvest, estimated at 5 to 10 per 
cent above 1968. Also influential was the failure of 
the Bureau of Logistic Affairs (B.U.L.) to buy as 
much rice as was planned, especially in the first half- 
year, though rice imports were continued in excess of 
the amounts originally programmed. 


Domestic rice procurement during January to 
June 1969 was only 129,000 tons, 80,000 tons in 
general purchases and 49,000 tons of BIMAS}10 
purchases. The former were only 47 per cent of 
the target. Total domestic procurement compares 
unfavourably with a revised annual target of 378,000 
tons.111_ Administrative difficulties and high quality 
standards set by B.U.L. were alleged to have caused 
the shortfall in procurement. The Central Bank credit 
ceiling granted to B.U.L. appears to have been ample 
for the programmed purchases, both domestic and 
imports. B.U.L. will repay these credits from the 
proceeds of rice sales to government departments and 
the armed forces. 


Under the credit terms of the BIMAS gotong 
rojong scheme,!!2 foreign companies have been con- 
tracted to provide fertilizers, insecticides, aerial spray- 
ing services and vehicles to farmers in specified areas. 
The credit is repayable (in dollars) in one year by 
the Indonesian government; farmers participating in 
the scheme are required to pay the government one 
sixth of their production. As a result of intensi- 
fication, production is expected to increase on average 
from 1.4 to 2.1 tons per hectare. Farmers have com- 
plained that the proportion is excessive because pro- 
duction fell short of anticipations; a proportionate 
levy may be expected to encourage under-reporting. 
In the event, B.U.L. anticipates collection of no more 
than $20 million worth of rice against contracted 
repayments of $55 million to the companies.'!* 


Though reduced from earlier years, imports con- 
tinued at a level of 190,000 tons during the first half 
year, including 155,000 tons in PL-480 imports, as 
compared with rice imports of 625,000 tons in 1968 
and 346,000 tons in 1967. Rice prices started to rise 
in July 1969; by early October, the rice situation had 


N10 BIMAS is the Indonesian rice production intensification pro- 
gramme with direct government support or that of foreign companies 
under contract. i) 

11] Revised target 8 September 1969 from B.U.L. The original 
target of 587,000 tons was revised downwards due to the expected 
poor out-turn of the dry season crop. f 

112 As distinct from the general BIMAS scheme with no foreign 
credits. 


so deteriorated that the Government was forced to 
place orders for emergency imports. Public confidence 
was restored and the crisis averted by official announce- 
ments that imported supplies of 790,000 tons would 
be earmarked for the fiscal year.114 Sales from govern- 
ment stocks brought down the price by the end of 
October. Towards the end of the year, a season for 
rising prices, prices were kept steady by the arrivals 
of commercial and PL 480 imports. Actual imports 
for the year may in fact have come close to one 
million tons. 


Output of other fvoodcrops recovered from the 
poor outcome in 1968, when production of maize, 
cassava and soyabeans had declined. Preliminary 
estimates for 1969 indicate that the production of 
maize recovered to 1967 levels, cassava recovered 
partially and sweet potatoes, groundnuts and soya 
beans more than recovered. Favourable weather 
conditions account for the apparent recovery in sub- 
sidiary foodstuffs. In addition, the low rice price in 
May and June 1969 resulted in some shift to other 
crops during the 1969 dry season, emphasizing the 
importance of an adequate price-support scheme. 


Export agriculture. Production in 1969 presents 
a mixed picture with increases estimated for rubber, 
coffee, copra, tobacco and sugar and decreases for 
palm oil, tea and spices.1!® 


Estate rubber production increased by 2.5 per 
cent in 1968 and is expected to increase by another 
11.6 per cent to reach 230,000 tons in 1969. Apart 
from the unexpectedly favourable prices in 1969, 
estate rubber production is on the increase as foreign- 
owned estates are re-acquired by their previous owners. 
Smallholder rubber output declined from 538,000 tons 
in 1967 to 512,000 tons in 1968; early estimates for 
1969 were 510,000 tons. Smallholder supplies are 
influenced by price and the favourable prices obtained 
in 1969 may well have led to increased output. The 
target for production of crumb rubber for 1969 was 
10,000 tons to increase sharply to 150,000 tons in 
1970 when twenty crumb-rubber units are expected to 
be in operation. At the end of 1969, it appeared that 
many operators had failed to fulfil their intentions to 
establish crumb-rubber factories. 


Minerals 


Oil, tin and nickel all showed rapid increases in 
1969; contracts continue to be signed for joint 


113 BIMAS gotong rojong is intended to supplement other intensi- 
fication projects planned to cover 2.6 million hectares in 1969/70, or 
34.1 per cent of area harvested. An increasing area is being planted 
with the high-yielding PB-8 and PB-5 varieties (IR-8 and IR-5). 

114 Revised target from B.U.L., 8 September 1969, broken down as 
follows: PL-480 and food aid 560,000 tons and commercial imports 
230,000 tons. 

115 Department of Agriculture, first estimates for 1969 made early 
in the year. Sugar is no longer exported but is included because of 
its modern estate-type organization, 
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ventures with foreign firms for exploration and pro- 
duction of nickel, copper, oil, tin and bauxite. Despite 
the harder terms stipulated by the State Oil Monopoly, 
Pertamina, contracts for off-shore exploration for oil 
continue apace. 


Tin output has increased consistently from 12,800 
tons in 1966 to 17,836 tons in 1969, with an increase 
of 5.5 per cent in 1969. Production of petroleum, 
the major foreign exchange earner, increased by 20.5 
per cent to 264 million barrels in 1969. Nickel pro- 
duction has increased by more than 30 per cent a 
year since 1966 to 265,000 tons in 1969. However, 
beauxiie declined by 7.5 per cent to 820,000 tons in 
1969, on the basis of an export stabilization agree- 
ment with Japan. Production of gold rose from 185.6 
thousand kg in 1968 to 250 thousand kg in 1969, 
while that of silver increased from 9,613 kg to 9,660 
kg. 


In petroleum exploration, some 28 foreign com- 
panies have signed production-sharing contracts with 
the Government; total expenditure will be $304.4 
million and the share of profit going to the Govern- 
ment will be either 65 or 67.5 per cent. The rapid 
increase in production during 1968 and 1969 con- 
tinues to come from existing fields; new fields being 
explored are not likely to show significant results 
until 1971 or later. 


Manufacturing 


The manufacturing sector has suffered both from 
the inflation and from the restrictive credit policy 
of the stabilization programme. While exchange 
problems have for more than a decade made imports 
of spare parts and material inputs difficult and often 
impossible, import liberalization, as part of the 
stabilization measures introduced in 1966, has meant 
severe competition in some lines, textiles in particular. 
Lack of maintenance as well as spares has contributed 
to deterioration so that the prospect of achievement 
of levels of output approaching rated capacity is remote 
at best. 


After a decade of neglect and deterioration, manu- 
facturing can scarcely be expected to make a signi- 
ficant contribution to over-all growth without heavy 
outlays for rehabilitation. Despite the serious reduc- 
tion of actual capacity to far below rated levels, the 
rate of utilization has been so low in recent years 
that meaningful additions to manufacturing output 
can be achieved provided that a reasonable level of 
inputs can be assured and that price levels are sufficient 
1o permit reasonable profits. 


There has clearly been some recovery in major 
branches of manufacturing activity during the past 
year, in spite of credit restrictions, heavy taxes and 
import competition. (See table II-2-11) Most signi- 


ficantly, the textile industry which is the largest 
industry group in the manufacturing sector, achieved 
an increase of the order of thirty per cent in 1969. 
Priority credit allocations and increased supplies of 
raw cotton and yarn, subsidized under the provisions 
of PL 480, are largely responsible for the improve- 
ment. 


Rehabilitation and development of the manufac- 
turing sector depend on a number of factors: in the 
immediate future, access to foreign exchange for 
imports of spare parts and intermediate inputs, credits, 
and a reasonable level of protection from competing 
imports. In addition, there are more than a score 
of so-called retarded projects, construction of which 
was initiated but not completed during the previous 
regime, often because such projects were constructed 
with Eastern European aid which has been suspended 
since 1966. These include a steel-rolling mill, cement, 
fertilizer, paper and vegetable-oil extraction mills; 
some are being completed with new sources of 
financing. 


The new investment policy 


The Government has promulgated laws contain- 
ing a whole set of incentives for private foreign 
investment and domestic investment. The incentives 
include tax holidays, the assurance of transfer of 
investment income and repatriation of capital, com- 
pensation in the case of nationalization and duty- 
free imports of necessary raw materials, machinery 
and capital equipment. In addition, domestic invest- 
ment approved under the law is exempt from enquiry 
into the origin of the capital. 


For two decades, foreign investment was at best 
tolerated and frequently expropriated; the rapid pro- 
cessing and approval of foreign investment projects 
during the last two years, (shown in table II-2-12) 
is, by comparison, quite remarkable. The bulk of the 
capital is to be invested in a small number of mining 
and forestry projects, while manufacturing accounts 
for only about 8 per cent of the total approved under 
the new investment act. 


Progress has also been made in the return of 
foreign-owned enterprises expropriated during 1963- 
1965, particularly in the plantation sector. By mid- 
1969, 2 agricultural estates belonging to 28 foreign 
companies had been returned and re-acquisition of 
another 30 estates had been refused by the foreign 
owners; negotiations for repayment of claims continue. 
By the end of November 1969, applications had been 
received for domestic capital investment permits for 
281 projects with a total capital of Rp 96 billion; 
applications for about 200 projects with a total invest- 
ment of almost Rp 40 billion had been approved. 
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Table II-2-11. Indonesia: Manufacturing production: selected products, 1965-1969# 


Monthly rate Capacity 
Rated Utilization 
Product Unit 1965 1966 1967 1968 1968 19698 (monthly) 1969 (%) 
Textiles 
Fabric . (mln m) 456.0 250.0 225.0 316.5 _ n.a.® _ —_ 
Yarn (000 bales) 77.6 46.0 93.1 135.3 — n.a.? — — 
Paper (000 t) 1s Ry 10.8 8.9 i be 0.93 Nis 3.08 41 
Oxygen (000 m°) 2,132.5 1,604.8 1,465.8 1,782.5 148.5 174.2 362.5 48 
Carbon dioxide . (t) 620 473 349 361 30.1 40.8 91.7 45 
Caustic soda . (t) 622 620 502 407 33.9 98.9 250 40 
Urea (000 t)° 43.2 42.8 42.9 44.5 37. 6.5 8.3 78 
Tyres 
Motor vehicle . (000 units) 226.1 221.1 232.4 240.2 20.0 29.6 50.9 58 
Bicycle . (000 units) n.a. a _- 2,184.8 182.1 165.5 620 27 
Cement (000 t) 388.5 388.7 322.0 409.9 34.2 24.5 5 Ie 48 
Glass , (000 t) 9.0 3.3 — 5.1 0.42 0.66% 1.20 55 
Source: Department of Industry. 


"Seven months, except as noted. 


> Three months only for one mill starting production in April. 


© Nitrogen content. 
2 Four months. 


© Textile production for the whole of 1969 is reported to be 30 per cent above that of 1968. 


Message). 


(President’s Year-end 


Table II-2-12. Indonesia: Foreign investment project approvals, 1967-1969 (through August) 


All projects® 


(by size of investment and sector) 


Project by size of investment 


Share of re US$ to 2.5 Less than 

No. Investment total Mean size and over million US$1 million 

Sector (US$ million) (%)  (US$million) No.  (US$million) No.  (US$million) No. (US$million) 
Agriculture 8 13.1 1.9 1.6 eZ 8.2 3 Beh 3 eZ 
Plantations 4 Sy 6 8.4 12 1.4 1 5.0 2 Ap) 3 12 
ROHOE, be ns gs sep 2 4.7 0.7 2.4 ] 3.2 1 1.5 — — 
Forestry 35 119.9 17.7 3.4 12 90.5 19 26.7 4 Pi 
Fishing A 6 8.5 V3 1.4 _ _ 6 8.5 _— —_ 
Minh ee lar Ge ais 6 387.2 57.0 64.5 6 387.2 _- — — — 
Manufacturing 5 75 111.5 16.4 i, 9 60.2 OH 37.4 39 13.9 
Communications? 23 36.3 5.3 1.6 Uf 25.6 if 8.8 9 1.8 
Commerce 3 2.6 0.4 0.9 —_ _ Z YA 1 0.5 
Total . 156 679.1 100.0 4.4 36 B77, 64 87.2 56 20.1 

Source: Foreign Investment Board. 


“Excludes petroleum projects and banks, 


> Includes transport, storage, public works, real estate, hotels, tourism. 


Stabilization and new credits 


Inflation had become endemic in Indonesia; con- 
tinued price increases had brought about a state of 
expectations such that further rises were generally 
anticipated. Drastic deflationary measures adopted 
during the last two years have been effective in 
bringing down the rate of price increase to a tolerable 
level. Expectations have remained sensitive, neverthe- 
less, and a rise in the price of a major commodity 
could set a new spiral in motion. At the end of 1967 
and the early part of 1968, sharply rising prices of 
rice touched off a renewed spurt of inflation, spread- 


ing rapidly to other prices.46 Again, in October 
1969, a sharp rise in the price of rice threatened to 
turn rapidly into a general upward spiral of prices. 
An upturn similar to that of the previous year was 
avoided by the timely arrival of imported rice. 


It is also possible that the sensitiveness of expecta- 
tions had been reduced in the later period, preceded 


116 In some degree the effect is exaggerated by the heavy weight of 
rice and other foods in the only reasonably comprehensive price index 
available, the Djakarta cost-of-living index. Foodstuffs account for 
63.4 per cent of the total weights, rice alone for 31.2 per cent. Thus 
an increase of 3 percentage points in the price of rice (cet. par.) raises 
the index by one point. 
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as it was by falling prices in the second quarter and 
only moderate rises in the third. In table [J-2-13 an 
attempt is made to measure the inflation-proneness of 
the economy by relationships between money supply 
and price changes, in addition to direct measures of 
percentage changes in the two variables. The inflation 
coefficient is a marginal measure which suggests the 
propensity of prices to rise, in terms of the percentage 
increase in money supply. The behaviour of the 
coefficient over the last five years is indicative of the 
magnitude of the achievement in stabilization. In 
common with the usual seasonal patern, the quarterly 
data for 1968 and 1969 show the marked effect of 
the patjeklik, the off-season between major rice crops 
{roughly the last quarter and particularly the first 
quarter of the calendar year), and of the main rice 
harvest in the second quarter. It will be noted, 
however, that the inflation coefficient fell sharply in 
the last quarter of 1968. 


Table II-2-13. Indonesia: Inflation indices, 
1965-1969 
Percentage change in 
Real cash Inflation 
Year balances® coefficient? Consumer price 
(Sept. 1966 (Sept. 1966 Mee eee 
= 100) = 100) supply® Average End-of-period 
1965 152 1.99 DSU 318.8 596.2 
1966 116 1.10 769.7 130403 636.5 
1967 124 1.22 175.4 158.2 112.1 
1968 128 1.24 143.1 135.0 85.1 
1969° 192 0.31 75.7 1 AS 9.9 
Quarterly 

1968 I 98 3.63 22.1 80.3 575 
aa 130 0.10 36.7 3.6 22 

Ill 129 1.05 10.4 10.8 8.4 

IV 150 0.19 20.1 3.8 6.0 

1969 I 158 0.57 13.6 7.8 6.1 
II 185 23 13.3 oot 6 

Tl 210 0.16 16.4 2.6 4.6 

Iv® 213 0.73 6.2 4.5 5.4 


Bank Indonesia. 

*Index of money supply deflated by Djakarta cost-of- 
vine index. Annual figures are averages of quarterly 

ata. 

» Percentage changes in Djakarta cost-of-living index 
divided by percentage changes in money supply. 
Annual figures are averages of quarterly coefficients. 

“Annual figures based on changes between averages of 
quarterly data. Quarterly figures are for the end of 
the quarter. 

* Djakarta cost-of-living index, September 1966 — 100. 
Percentage changes based on annual and quarterly 
averages, and on end-of-period (monthly) figures. 

© Preliminary. 


Source: 


The average measure, an index of money supply 
deflated by the price index, provides an index of 
real cash balances, which clearly reflects the changes 
achieved. In particular, the continued increase in 
this index through all four quarters of 1969 (fourth 
quarter preliminary), suggests a possible basis for 
significantly less sensitiveness in price expectations. 
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Having achieved a reasonable degree of stability, 
it is necessary to stimulate economic activity by pro- 
viding the appropriate incentives and the credit to 
finance increased levels of production. Given a fair 
measure of stability and the special incentives for the 
absorption of liquidity in fixed and time deposits, it 
is likely that a greater degree of liquidity will be 
required than past experience would suggest.1!7 


Because of the sensitiveness of price expectations, 
as perceived by policy-makers as well as the general 
public (in the monetized sector), the increase in the 
flow of credit has been sluggish. Table [I-2-14, 
showing changes in the money supply and its com- 
ponents, provides a rough framework in this regard. 


Under conditions of extreme inflation, the ability, 
of the banks to lend commercially depended almost 
entirely upon the provision of liquidity from the 
Central Bank, as the commercial banking system could 
not attract funds. By mid-1968, the rate of inflation 
had been reduced sufficiently to permit an active 
policy to attract deposits; in October, the Central 
Bank established commercial bank rates for time 
deposits of between 4 and 6 per cent per month on 
the basis of subsidies, as these rates exceeded bank 
lending rates. Both sets of rates were subsequently 
lowered as the price increases were kept at 2 per cent 
per month or less. The response to the availability of 
real rates of return on deposits is seen in the rapid 
increase in time and savings deposits.4% Time 
deposits increased from Rp 1.9 billion at the inception 
of the new policy to Rp 33.5 billion by December 
1969, an increase of 1,663 per cent over 14 months. 
(See also table IJ-2-14). 


The next step was to re-channel the funds avail- 
able in the system towards priority activities. Early 
in 1969, a scheme for the provision of medium-term 
investment credit was initiated at one per cent per 
month interest. Total credits of Rp 30 billion were 
to be made available to public and private sector 
projects during the fiscal year 1969/70. One third 
of the total was earmarked in the development budget, 
one half was to come from Bank Indonesia and the 
remainder from the banks’ own resources. Applica- 


a Se eee 


tions for medium-term investment credits are being — 


processed by Bank Indonesia and increasingly by the 
commercial banks according to sectoral specialization, 
on the basis of piorities determined jointly by the 
Planning Board and the Central Bank. Though no 
specific information is available, it is reported that 


M 
117 A crude measure of cash balances in the expression kK = ——, 


where is cash balances, P, price, O, real product and M, money, 
shows a decrease in the index of k by about one fourth in 1965/66, 


a slight rise in 1966/67, a negligible fall in 1967/68 and a rise of ~ 


approximately 50 per cent in 1968/69. 

118 From February 1969, a pilot project of savings certificates with 
lottery features was introduced at a limited number of banks as an 
additional incentive. 
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Table II-2-14. 


Indonesia: 


Money supply and its changes, 1967-1969 (June figures) 


(in million rupiah) 


Changes 
Rupiah (million) Per cent 
June 1967, June 1968 = June 1969 $s 
June 1967— June 1968- June 1967— June 1968- 
June 1968 June 1969 June 1968 = June 1969 
Foreign assets (net) , SOR 6.419" 15,977) 1,300) 7 >> 80 05.4 a) 77 
Domestic: total (net) 38,934 99,636 141,944 60,702 42,308 155.9 42.5 
Claims on Government (net) 26,694 44,322 40,492 17,628 3,830 66.0 —8.6 
Government entities” . . . — 17,614 28,487 17,614 10,873 — 61.7 
Total public sector 26,694 61,936 68,979 35,242 7,043 132.0 11.0 
Private sector . 13,378 42,997 111,221 29,619 68,224 221.4 158.7 
Quasi-money” (—) . . A 1,138 5,297 38,256 4,159 32,959 365.5 622.2 
Miscellaneous accounts (net) (—) . 1,386 7,333 18,861 5,947 —26,194 429.1 — 
Money supply wae) ow | 8325492 85,884 146,828 53,455 60,944 164.3 71.0 
Shares of net domestic credit (%) . 100.0 100.0 100.0 
Privatewits: wilh eeeamte Pred ta ite 31.4 37.8 51.4 
Governments: bebe metiaete |) « 68.6 44.5 28.5 
Government entities. . . . - —— ley 20.1 


Bank Indonesia. 
"B.U.L., rice procurement agency. 
» Time and savings deposits. 


Source: 


©Not strictly comparable; discontinuity in series, 


progress has been slow as the process of checking 
applications has been more time-consuming than 
anticipated.1!9 


Viewed in the aggregate, the expansion of bank 
credit in 1969 has not been impressive, though changes 
in its structure are perhaps as important as the total 
volume. Net domestic credits extended by the bank- 
ing system (see table I1-2-14) between June 1968 and 
June 1969 were smaller than during the preceding 
twelve-month period. Of the total, however, credits 
to the private sector increased substantially, while 
the amount going to the public sector declined. 
Classified according to purpose, bank credit extended 
for production and export activities increased between 
1968 and 1969 (January to August). If it were 
possible to deflate these nominal figures by an appro- 
priate price index, the recorded increases would be 
quite considerably reduced. Even in current-price 
terms, however, the modest increase in credit extended 
for production purposes reflects the intransigence of 
the problem of getting the economy moving, once 
relative stabilization has been achieved, without 
generating a new inflationary spiral. 


Fiscal developments 


A rapid rate of increase in the size of the 
government budget since 1966 is in part a reflection 
of continued inflation, but it is also an indication of 
the increasing ability of the Government to mobilize 
domestic resources through improved tax collection 


119 Loans totalling approximately Rp 13.8 billion had been made 
by the end of October 1969; see the President’s year-end message. 


er 


and of the increasing inflow of foreign aid. At 
current prices, government revenue rose from Rp 
13,142 billion in 1966 to Rp 84,900 billion in 1967, 
to Rp 185,283 billion in 1968 and Rp 327,418 billion 
in 1969. Expenditure was Rp 29,433 billion in 1966, 
increasing to Rp 87,555 billion in 1967, Rp 185,283 
billion in 1968 and Rp 327,418 billion in 1969, In 
real terms, it is estimated that revenue has risen by 
19 per cent in 1968 and by 32 per cent in 1969. In 
previous years of rapid inflation, inadequate tax 
administration, coupled with unrealistically high tax 
rates, resulted in a virtual breakdown of the taxation 
system, and the laws dealing with direct taxation could 
not be enforced. The rapid improvement in tax 
collection and the widening of the tax base, rather 
than changes in tax rates, were responsible for the 
improved performance of the revenue collection 
machinery since 1966. 


The rapid increase in revenue during 1969 is 
attributable to the increase in revenue from import 
taxes as well as the success of the tax collection 
measures. An incentive system provides bonuses to 
the tax directorates for collections in excess of targets. 
Though such an incentive system is proving effective 
under present conditions, its continued use may lead 
to administrative perversion in tax collection. 


During the first half of the 1969/70 fiscal year, 
development expenditure fell short of budget estimates. 
In the first quarter only Rp 5.2 billion was spent, 
28.6 per cent of the target. In the second quarter, 
actual expenditure was Rp 17.7 billion against the 
budget estimate of Rp 22.4 billion. Thus during the 
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first half year of the five-year plan, development 
expenditure amounted to little more than half what 
was intended. Nevertheless, this was 60 per cent 
higher than development expenditure during the same 


period of 1968. 


The shortfall occurred in all sectors. The 
Ministry of Public Works and Power spent 70 per 
cent of the amount allocated while the Ministry of 
Education spent less than one fifth of its development 
budget. The Department of Agriculture spent less 
than two fifths of its allocation, although agriculture 
is the key sector of emphasis in the plan.12° 


One reason for the expenditure lag is that, after 
two years of disciplined “stabilization” budgets, 
government departments were not prepared with 
operational plans for the utilization of their budget 
allocations. New rules have been introduced whereby 
each Ministry is authorized to draw on its develop- 
ment budget only after submitting project proposals 
for approval by the Director of the Planning Office 
and the Minister of Finance. The experience of 
desultory plan implementation in the past has not 
been conducive to the creation of a stock of project 
plans ready for implementation. Acceleration of 
development expenditure may be anticipated when the 
new procedures become routine. The probability that 
expenditure will be bunched towards the end of the 
year may pose a problem of budget management. 


The “routine” budget has been kept well within 
the amounts originally budgetted except for a bonus 
of two months’ salary for civil servants declared at 
the end of 1969. Increased revenue and the shortfall 
in development expenditure have permitted the pay- 
ment of Rp 8 billion as a much-needed supplement to 
government salaries. 


On 5 January 1970, the Government submitted a 
draft state budget to Parliament. The estimates have 
been revised upwards from those in the five-year plan, 
a change made necessary by large anticipated outlays 
for general elections, a 50 per cent increase in basic 
salaries for civil servants, increased subsidies to the 
regions and a general rise in the outlay on com- 
modities, mainly rice for civil servants. Like its 
predecessor, the 1970/71 budget reflects the priorities 
of the five-year development plan, with its emphasis 
on improving food production through irrigation, 
extension and marketing facilities. 


Domestic revenue of Rp 320.5 billion will 
comprise Rp 117.1 billion from direct taxes, Rp 200.8 
billion from indirect taxes and Rp 2.6 billion in non- 
tax revenue. Although lower tax rates have been 
decreed, payment of overdue taxes and the revival of 
economic activities are expected to contribute to the 

120 Investment in the agricultural sector falls under different depart- 


ments; irrigation works, for example, are included under the Depart- 
ment of Public Works. 


increase in tax revenue. Among indirect taxes, 
increases in excise duties on gasoline and kerosene 
are expected to increase yields from Rp 14.1 billion” 
in 1969/70 to Rp 33.6 billion in 1970/71. Commodity 
aid counterpart funds}! will increase by 24 per cent 
and project aid funds by 26 per cent. 


External trade and aid 


Preliminary figures for 1969 indicate an increase 
in total export earnings by nearly 16 per cent. 
Petroleum exports rose by 27 per cent; “overprice” 
earnings by 17 per cent. Government-stipulated check 
prices for customs and exchange control purposes are 
announced monthly for traditional commodity exports 
(A-list) and new exports (B-list), the latter deter- 
mined by the Exporters’ Association. Set at levels 
below world market prices, the check price determines 
the amount of foreign exchange which must be sold 
to the Government (after deduction of export taxes) 1? 
at the Bonus Export (B.E.) exchange rate. Overprice 
earnings are the difference between actual foreign 
exchange receipts and the amount determined at the 
check prices. Exporters are permitted to retain their 
overprice earnings in foreign currencies or to sell 
them at the D.P. (Devisa Pelengkap) or free-market 
rate. From a level of Rp 414 to one United States 
dollar in December 1968, the D.P. rate declined to 
Rp 380 in the following March and remained at that 
level throughout 1969. The B.E. rate, also influenced 
by government intervention, was kept at Rp 326 to 
one United States dollar during 1969. Increased 
confidence in the ruriah facilitated government efforts 
to stabilize these rates. 


The D.P. rate is maintained at a level higher than 
the B.E. rate; the use of B.E. foreign exchange is 
limited to imports of a limited range of essential 
consumer and capital goods specified by the Depart- 
ment of Trade. B.E. foreign exchange is also used 
for the imports of goods provided under foreign aid 
programmes. It is permissible to use D.P. foreign 
exchange for any imports not on the banned list, or 
for transfers abroad. 


Low check prices are intended to encourage 
exports. The increase in overprice earnings in 1969 
comes in part from the expansion of new exports 
which, with relatively lower check prices, command a 
larger percentage of overprice earnings, and in part 
from rising rubber prices. When export prices are 
rising, the monthly determination of check prices 
permits an adjustment lag with consequent gains in 
overprice receipts. When prices move downwards, 
however, a downward adjustment is made in check 
prices. The cumbersome overprice system was 


121 Aid commodities are sold on the B.E. exchange market; the 
proceeds become counterpart funds in the Government budget. 

122 Export taxes are based on check-price values and are higher for 
traditional (A-list) commodities, 
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established prior to the liberalization of trade, when 
exporters received only token rupiah receipts based 
on artificially low foreign exchange rates and depended 
heavily on overprice receipts. As the two exchange 
rates converge, the overprice system has outlived its 
usefulness; other incentives to exports, such as reduced 
export taxes, are preferable, and a move has been 
made in this direction with the reduction of export 
taxes on A-list commodities from 25 per cent to 15 
per cent. B-list commodities are taxed at ten per 
cent of check-price values. 


During the first three quarters of 1969, exports 
of A-list commodities were 6 per cent above the 1968 
annual rate. Earnings on smallholder rubber, the 
major portion of Indonesia’s rubber exports, rose by 
34 per cent in response to higher prices.!2* Tin export 
earnings rose by 5.3 per cent during January to 
November compared with 1968. Were it not for 
export quotas, tin exports might well have been 
greater. Exports of B-list (non-traditional) commo- 
dities, including copra waste, hemp, hides, and nutmeg, 
are officially reported to have risen by only 2 per 
cent, a figure which excludes overprice receipts.1*4 


Total imports are estimated to have increased by 
14 per cent, yielding a surplus of US$92 million on 
merchandise account. The composition of imports 
shows a distinct shift in favour of investment goods. 
This was effected in spite of emergency rice imports 
during the second half of the year and in part reflects 
accelerated aid imports as the development programme 
gets underway. 


Foreign aid 


In 1969, total aid pledged to Indonesia amounted 
to US$554.1 billion, US$319.1 million in programme 
aid and US$235 million in project aid; in 1968 
programme and project aid commitments were 
US$293.5 and US$69.2 millions respectively. Actual 
disbursements in 1969 are estimated at US$274 million 
of programme aid and US$75.6 million of project 
aid. Protracted negotiations for the release of com- 
mitted funds, especially in the first half of 1969, con- 
tributed to the shortfall in project aid disbursements. 


In December 1969, a total of US$600 million 
was agreed to by the IGGI meeting in Paris for 
the period January 1970 through March 1971. The 
total includes US$260 million in project aid, US$200 
million in programme aid on the B.E. market, and 
US$140 million in food aid. 


123 Increased frequency of tapping raises smallholder production 
during periods of rising prices. 

124 Detailed commodity export data from the Central Bank appear 
pater than the aggregates from the Department of Trade used in table 
‘I-2-15, 
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Table JI-2-15. Indonesia: Foreign trade, 
1968 and 1969 


(in million US dollars) 


Percentage 
1968 1969 increase 
Exports: 

Ota tae ae) ee gee ee 876 1,015 15.8 
Petroleum eae aace Fieeee 302 384 27.8 
Non-petroleum. . . . 574 631 9.9 

of which: overprice*. . 120 140 16.6 
Imports:” > 

rLOtal' yy Ma tee ee 804 923 14.8 
General 29, ae 720 820 13.9 
Parcelipostigs! ss) kee 84 103 22.6 

Composition of imports (Percentages) 

Consumption goods . . . 46 28 

Raw: materials -. 2... seme 39 42 

Capitaligoods. 5, 3 cal es 14 22 

Other? Sink. Ser eee: 1 8 

RL OCALLIE ae apis ieael ne gates 100 100 


Source: Department of Trade. 
* See explanation in text. 
» November and December 1969 estimated. 


Iran 


Nineteen sixty nine marked the second year of 
the fourth national development plan of Iran (1968- 
1972) in an exhilarating development climate. During 
the preceding plan period, output grew at an annual 
rate of 8.6 per cent, well above the target rate of 6 
per cent, and the first year (1968/69) of the fourth 
plan period witnessed a growth rate of 10.3 per cent, 
setting the pace for surpassing, in all likelihood, the 
target of an annual 9.4 per cent that was fixed for 
the plan period. 


Gross National Product at current prices in the 
year 1968/69 is estimated at 618 billion rials 
(US$8,240 million).. With a population of about 
27 milion, the per capita income (GNP) in Iran is 
currently of the order of 22,750 rials (US$303). 
Over the decade, per capita income increased at an 
annual rate of 4 per cent. 


Urban population accounts for 39 per cent of 
the total population. In recent years the average 
annual increase of population in urban areas has been 
about 4.4 per cent as against 1.7 per cent in rural 
areas. About 55 per cent of the population is under 
20 years of age and, with the relative decline in the 
active age group 20-64 and the rapidly expanding 
educational facilities, the ratio of active population to 
total population has declined over the decade from 32 
per cent to 20 per cent. The total labour force is 
estimated at 7.9 million, with 7 million in employment. 


The impressive rate of growth of national income 
has been accompanied by a substantial expansion of 
the middle class in the urban centres. Also the rate 
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of increase in urban incomes has been much faster 
than that of the rural areas. In 1967/68, private 
consumption expenditure in the urban areas account- 
ing for a population of 10.4 million was estimated at 
182 billion rials as against 128 billion rials in the 
tural areas with a population of 16.3 million (urban 
per capita income, US$233; rural, US$105), and in 
1968/69, urban per capital consumption is reported 
to have increased by 5.2 per cent as against 2.1 per 
cent in rural areas. 


Gross Domestic Product of Iran for the year 
1968/69 has been estimated at 546.5 billion rials 
(factor cost, 1959 prices). Agriculture together with 
livestock accounted for 21 per cent of GDP, petroleum 
production and distribution for 25 per cent, and indus- 
tries and mines for 10 per cent. 


In the early sixties when the third plan was 
launched, the Iranian economy was influenced by the 
after-effects of recession and the implementation of 
the stabilization programme of 1961. As a result, 
the early years of the plan period were marked by 
general hesitancy on the part of private enterprise. 
However, the increasing rate of public investment 
revived confidence, leading to fuller utilization of 
capacities and additional investment on the part of 
the private sector. Rapid increase in oil revenues 
from 27.7 billion rials in 1963/64 to 54 billion rials 
in 1967/68 and larger allocations of these revenues 
to investment in the public sector have been important 
in this process, accounting for a steeper rate of growth 
in the later years of he plan period. The implied 
aggregate capital-output ratio for the third plan period 
was 2.2: 1, a ratio rather low for a developing country. 


Gross domestic fixed capital formation over the 
third plan period has been, on an average, 18.3 per 
cent of GNP, with the contributions of the Government 
and the private sector almost equal. The annual 
avearge rate of increase has been 17.8 per cent. The 
most striking feature is the accelerated rate of govern- 
ment investment in the later years of the plan period. 


Gross national savings rose from 14.5 per cent 
of GNP in 1962/63 to 17.5 per cent in 1968/69, 
while gross investment rose from 12.7 per cent of GNP 
in 1962/63 to 21.3 per cent in 1968/69. The Iranian 
economy began to witness a saving-investment gap in 
1967/68 that is expected to widen in the coming years. 


Agriculture 


Notwithstanding the rapid urbanization that has 
been the notable feaure of the decade in Iran, 
agriculture continues to be the source of livelihood for 
the largest number of people, with 49 per cent of 
the total labour force engaged in this activity. 


Whereas arable land accounts for about 12 per 
cent of Iran’s total land area, the area under cultiva- 


tion constitutes only about 4 per cent (about 7 million 


ha). Irrigation facilities extend over 3 million 
hectares. Wheat and barley are the principal crops, 


accounting for 70 per cent of the total cultivated area. 
However, more than two thirds of areas under wheat 
and barley are un-irrigated. Rice, cotton, sugar beets, 
oilseeds, tea and tobacco are other main crops. There 
has been a rapid expansion of fruit-tree plantations 
(largely as a sequence to land reform), with an 
estimated 12 million trees planted over the last five 
years. About 360,000 ha are reported to be under 
orchards. Grapes and pistachios are the principal 
fruits and nuts. 


Livestock production constitutes 35-40 per cent 
of total agricultural output, with wide fluctuations due 
to weather. Sheep and goats are the most important 
animals, numbering about 43 million out of an 
estimated 48 million of total livestock, cattle largely 
accounting for the rest. Poultry farming has been 
rapidly expanding as a commercial enterprise. Fish- 
ing has remained negligible (with an estimated catch 
of 21,000 tons in 1966/67) accounting for less than 
0.2 per cent of GNP. (Under an agreement with the 
USSR, caviar production is limited to 200 tons per 
annum.) With the extended coast line along the 
Persian Gulf, Caspian Sea and Arabian Sea, the 
potential for the exploitation of fisheries is great. 


Over the third plan period the annual growth 
rate of agricultural production averaged 4.6 per cent, 
with very low (and negative) rates in the earlier years 
and sizable expansion of crop production in the later 
years. Livestock has shown little over-all growth. 


There has been a notable expansion in wheat and 
barley production, largely as a result of increased 
areas under cultivation, although in recent years 
improvements in inputs and agricultural practices have 
begun to play an important role. The uneven annual 
rates of growth only reflect the magnitude of rain-fed 
cultivation and the weather factor. Whereas some 
145,000 ha of additional land was brought under new 
irrigation, and irrigation facilities on some 240,000 ha 
were improved during the third plan period, the 
policy of the Government has been to encourage the 
use of these lands for high-income yielding commercial 
crops such as sugar beet and cotton. The expansion 
of sugar beet production has been striking. 


When completed, the major water development 
projects will benefit irrigation. The present additions 
to irrigated areas have been largely the result of 
ground water exploitation and improvements in 
traditional irrigation systems. The largest share of 
expenditure on agricultural development has been used 
for institutional reforms, rural infrastructure, and the 
establishment of credit facilities. Although direct 
support to agricultural and livestock production has 
been marginal in the third plan period, Iran has 
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shown an exemplary sense of priorities in its pattern 
of development expenditure by concentrating on 
institutional aspects prior to strengthening govern- 
mental production services. 


During the decade, Iran has successfully 
implemented a radical land reform programme. The 
country is reported to have some fifty thousand 
villages; on the eve of the land reform, it was believed 
that some two hundred families owned upwards of one 
hundred villages each, together accounting for the 
ownership of nearly half the total number of villages. 
Another ten thousand villages were said to be owned 
by families each of whom owned more than five 
villages but less than one hundred. The rest were 
believed to be owned by landlords exercising owner- 
ship of one to five villages each. 


The Land Reform Law came into effect in early 
1962, and later, in the autumn of the same year, a 
sweeping programme of reforms that included five 
other items in addition to land distribution was over- 
whelmingly endorsed by a popular referendum. The 
six items constituting the “white revolution” were 
(1) land reform, (2) abolition of traditional share- 
cropping arrangements and the substitution of cash 
wage contracts wherever peasants worked for land- 
owners, (3) nationalization of forest lands, (4) a 
massive rural literacy campaign with a teaching corps 
of some 50,000 youths, (5) a uniform nation-wide 
profit-sharing scheme under which employers were 
required to distribute 20 per cent of their annual 
profits to their employees, and (6) revised electoral 
laws to ensure free elections. 


The land reform has now been virtually com- 
pleted. In the first phase, ownership by any one 
person was reduced to not more than one village 
(or its equivalent in the aggregate), with compensa- 
tion by the State for the acquired land at 100-180 
times the tax paid by the landlords, to be paid off in 
ten years at 6 per cent interest. The second phase 
began in early 1965 and concerned the improvement 
of the tenancy arrangements of an estimated million 
or more peasant families that remained on the land 
as tenants. 


With practically all of Iran’s 50,000 villages now 
brought under land reform, and the legal status of 
some three million farmers (whose households account 
for about 14 million persons) clarified, the spectacular 
transformation of the basic economic and social struc- 
ture of the rural areas has established the pre- 
conditions for a substantial improvement in Iran’s 
agricultural productivity. The reform has provided 
security and a sense of ownership to the mass of 
previously landless farmers and encouraged the 
former landowners to cultivate their reduced holdings 
more intensively with modern farming techniques. 


The Land Reform Law stipulated that agricultural 
loans are to be granted only to farmers who are 
members of co-operatives. Under the direction of the 
Central Organization of Rural Co-operatives, there has 
been a commendable expansion of rural co-operatives 
with membership rising from 571,000 in 1963/64 to 
1,260,000 in 1968/69 and the total amount of loans 
granted rising from 0.5 billion rials to 5 billion rials. 
In addition, the Agricultural Bank of Iran makes loans 
directly to farmers, though the main beneficiaries in 
recent years have been relatively large farmers. 
Further, with a view to stimulating modern commer- 
cial farming, the Government of Iran established an 
Agricultural Development Fund in 1968 to assist 
private investment in large-scale commercial farming 
and agro-business enterprises, particularly in areas 
benefiting from new irrigation projects. The IBRD 
has announced a loan of $6.5 million to the Agricul- 
tural Development Fund to cover the foreign exchange 
component of programmes for the production of oii 
seeds, dairy products, meat and citrus fruits. 


This rapid growth of institutional credit for 
agriculture in recent years currently accounts for a 
quarter of the total credit needs of farmers. The rest 
is being supplied partly by commercial banks, but 
principally by non-institutional sources, at rather high 
rates of interest. With the substantial growth in the 
class of small farmers after the land reform, an 
accelerated expansion of institutional credit will be 
essential for rapid improvement in agricultural produc- 
tion. 


Iran has adopted a pragmatic policy towards 
alternate forms of agricultural enterprise. In addition 
to assisting individual and co-operative forms of 
peasant farming and encouraging large-sized commer- 
cial farms, the Ministry of Land Reform and Rural 
Co-operatives is setting up joint-stock farming corpora- 
tions with small landowners as shareholders, if 51 per 
cent or more of farmers in an area so desire. Results 
of this experiment should afford valuable lessons for 
other developing countries. 


An important element in accelerating the agricul- 
tural and rural development of Iran has been the 
initiation of an integrated regional development 
approach. ‘The selection of regions is principally 
based on the criteria of high potential for develop- 
ment, and the regions chosen are those that are likely 
to benefit from major irrigation projects and those 
that have sound ground water potential. 


However, current Government assistance to 
agriculture is channelled through several departments 
and agencies which often function on independent 
and parallel lines. To achieve rapid agricultural 
progress, the major task appears to be to institute an 
integrated approach to governmental assistance for 
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agricultural development, with effective co-ordination 
and streamlining of the activities of the constituent 
units. 

The current pattern of land and water use rightly 
places stress on the use of new irrigated lands for 
cultivation of high-value industrial crops (principally 
sugar beet, oil seeds and cotton) and fodder, and 
continued reliance on dry farming for the greater part 
of wheat production. Against the background of 
sharp drops in production of wheat in 1963 and 1964 
due to adverse weather conditions, the improvements 
in wheat production over the past three years have 
been encouraging with consecutive annual increases 
at the rates of 6.3 per cent, 19.1 per cent and 15.8 
per cent. In addition to favourable weather, this 
has been due to the progressive extension of area 
under wheat cultivation and the greater use of 
tractors. The Government has yet to make a 
beginning in production support for wheat through 
the “package programme” (extension, improved seeds, 
fertilizers and credit) which is being made available 
at present for cotton and sugar beet. With a faster 
pace of mechanization and extended support through 
the package programme, Iran could remain self- 
sufficient in wheat for its expanding population, relying 
essentially on rain-fed cultivation for the major part 
of production. In 1968, Iran became a modest net 
exporter of wheat. However, in view of the frequency 
of changes in weather, the development of adequate 
storage facilities and the accumulation of stock for the 
stabilization of supplies and prices appear to be of 
greater urgency. 


Rapid urbanization, a faster rise in urban per 
capita income, and the expanding middle class are 
already bringing about a perceptible shift in the 
pattern of food consumption, creating larger demands 
for high-protein foods, fats, vegetables and fruit.!#° 
Iran has turned from being a net exporter of livestock 
products (food) into a net importer since 1965, with 
the figure of net imports surpassing US$8 million in 
1968. Imports of vegetable oils rose from US$7 
million in 1962 to US$23 million in 1968 and, 
although production of beet sugar has been rising 
(from 332,000 tons in 1966 to 438,000 tons in 1968), 
Iran continues to import sugar in sizable quantities. 
Cotton exports have been averaging around 20 per 
cent of total non-petroleum exports, and exports of 
cotton textiles began in 1966 and reached a level of 
US$3.9 million in 1968. 


The trends in the pattern of domestic food con- 
sumption are likely to assert themselves increasingly 
in the coming years and the exports of cotton and 
cotton textiles hold out attractive prospects. In the 
light of these considerations, the soundness of the 
choice adopted for the use of the new irrigated lands 
for the fourth plan period is evident. 


125 Annual per capita meat consumption is currently placed at 22 kg 
in Tehran, 17 kg in other urban centres, and 14 kg in the rural areas, 
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Livestock production, however, is the weakest 
element of Iranian agriculture, although it accounts for 
40 per cent of production in the agricultural sector. 
Domestic production of meat for the year 1966/67 
was estimated at 220,000 tons of mutton and goat, 
80,600 tons of beef and 23,000 tons of poultry, 
making a total of about 336,000 tons, including minor 
items. The preponderance of mutton is striking, but 
sheep-raising consists of migratory flocks that graze 
on the traditional range-lands of tribal people. Cattle- 


farming for augmenting beef production and enlarging 


the supplies of dairy products (the most important 
item in terms of output and currently estimated at 
1.6 million tons) appears to offer exceptional advan- 
tages. The proposed integrated regional development 
projects located around the dam sites and the envisaged 
expansion of areas under fodder offer possibilities for 
cattle-ranching on modern commercial lines, particu- 
larly in view of the expansive range lands available 
in the adjacent areas. As the rising urban demands 
for meat currently necessitate imports in increasing 
quantities, measures towards stimulating large-sized 
private enterprises (or co-operatives) to enter this line 
of production should prove rewarding. Successful 
development of the cattle industry could provide 
excellent opportunities for exploiting the markets for 
meat and dairy products in the countries across the 
Persian Gulf which are presently importing from 
distant sources. Attractive possibilities in Afghanistan 
for sheep raising and mutton production in the areas 
adjacent to Iran could make imports of mutton 
economically feasible. 


Iran’s endowment of industrial resources and the 
industrial projects in progress place the country in an 
extremely fortunate position to provide key agricul- 
tural inputs: fertilizers and agricultural machinery and 
implements. 


The national agricultural extension service has 
about 600 technicians, reinforced by 1,200 youths 
who are supplied by the Army Development Corps 
on fourteen-month assignments. These young men 
with high school or university backgrounds receive 
four months of training in basic agriculture before 
being assigned to live and work in selected villages. 
The system has been most effective because of its 
motivation and discipline, better organization, and 
concentration of workers (one per village). However, 
since there are more than fifty thousand villages in 
the country, the rapid spread of improved agricultural 
practices demands accelerated efforts towards enlarg- 
ing the number of trained extension personnel. 


With the realization of the basic institutional 
reforms, the creation of facilities for agro-industrial 
linkages, and the initiation of several organizational 
measures, Iran has beyond doubt set the stage for 
sound agricultural development; the target rate of 5 
per cent annual growth in agricultural output over 
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the fourth plan period appears feasible. The propaga- 
tion effects of agricultural development are likely to 
be substantial on industry and all-round rural develop- 
ment. 


Industry 


The recession of the early sixties dampened 
private investment, but, with the revival of confidence 
since 1963/64, the pace of private industrial growth 
has been rapid. The annual growth rate of industrial 
production over the third plan period was 11.3 per 
cent, and the period was marked by the diversifica- 
tion of private industrial growth with the entry of 
several light engineering and assembly industries, 
especially in durable consumer goods. 


The expansion of the private industrial sector 
has been to no small extent due to positive govern- 
ment support. Long-term credit and equity parti- 
cipation of the Plan Organization through industrial 
banks to private industry accounted for a third of the 
plan outlays for industries in the third plan period. 


The latter part of the third plan period marked 
the beginnings of laying a strong foundation in the 
form of basic industries in the public sector with the 
long-term objective to achieving massive industrial 
development. 


The most important project is the erection of a 
steel mill at Espahan, to be completed in 1970. Its 
initial capacity of 60,000 tons will be increased to 
1.2 million tons by stages. This will be followed by 
the installation of a heavy metallurgical plant of 
30,000 tons capacity. An aluminium plant with a 
capacity of 50,000 tons is being erected in Khuzestan, 
which will utilize the power generated from the Dez 
dam to process imported alumina (awaiting confirma- 
tion of the suitability of bauxite deposits found in the 
country). A machine tool factory with 10,000 tons 
capacity is nearing completion at Tabriz; and a plant 
for assembling 5,000 tractors annually is being set 
up at the same location, with a programme of manu- 
facturing components by stages. A 1,200 km gas 
trunk-pipeline is being constructed to supply gas to 
the USSR. Under a 15-year agreement beginning in 
1970, six billion cubic metres of gas will be supplied 
annually during the first six years and 15 billion 
cubic metres per year thereafter. 


The three major centres of the petrochemical 
industries (Bandar Shapur for nitrogenous and phos- 
phatic fertilizers, Abadan for PVC, detergents, ete., 
and Karag for sulphur and liquefied gas) are part 
of a massive effoct. Production capacities are 
designed for substantia! exports in addition to 
domestic demands. Further diversification (manu- 
facturing of synthetic rubber, pesticides, etc.) is 
envisaged over the fourth plan period. Long-term 


agreements are being drawn up relating to export; 
for example, the recent agreement with India provides 
for the export of one million tons of liquid ammonia 
and $55 million worth of phosphoric acid over a 
period of seven years beginning in 1972, matched by 
imports from India of some 500 rail wagons and other 
items. 


Prospecting for copper deposits has proved highly 
promising, and production of cathedic copper at an 
annual rate of not less than 15,000 tons is expected 
towards the end of the fourth plan period. 


The Government of Iran has envisaged a sizable 
expansion of the private industrial sector, with the 
accent on a wide range of intermediate manufactures 
towards progressive replacement of imports. The 
range is expected to widen with the entry of the basic 
industries such as steel and aluminium into produc- 
tion, 


The total investment in industrial and mining 
development envisaged over the fourth plan period is 
of the order of 213 billion rials (three times that of 
the third plan period), with 92.7 billion rials in the 
public sector and 120.3 billion in the private sector. 
Industry and mining account for 25 per cent of the 
fourth plan total investment outlay. Metallurgical 
industries and petro-chemicals together absorb about 
70 per cent of public industrial investment. 


Industrial and mining production (valued at 
1965/66 prices) is expected to rise from a level of 
70 billion rials in 1967/68 to 130 billion rials in 
1972/73, averaging an annual growth rate of 12.7 
per cent. The share of value added by industry and 
mining to GNP is expected to rise from 14.1 per cent 
to 17.3 per cent. 


Fiscal year 1968/69 witnessed an increase of 13.9 
per cent in industrial and mining production over the 
preceding year and the rates of growth were particu- 
larly striking in the newly established lines of private 
enterprise activity (machinery and motor vehicles, 
69.3 per cent; chemicals, 35.6 per cent; metallurgy, 
22.4 per cent; rubber products, 20.4 per cent). 
Substantial contribution to industrial output is expected 
from steel and petro-chemicals in the early part of 
the fourth plan period, but their production is likely 
to level off for some time. However, rising consumer 
incomes, especially in the urban areas, are likely to 
account for increasing consumer demands, especially 
for durables. These prospects, together with the 
government policy of encouraging the manufacture of 
intermediate and capital goods, should warrant a 
significant rate of expansion of private industrial 
production. Iran is fortunately placed in respect of 
investment finance, with facilities for short and 
medium-term external borrowing to meet additional 
requirements over short periods. Realization of the 


target average annual growth rate of 13 per cent in 
industrial production over the fourth plan period 
should prove feasible. 


Ifowever, as in the preceding plan period, lags 
and shortfalls are likely to manifest themselves in 
certain major public sector industries (especially petro- 
chemicals) that are highly diverse and in which 
foreign supplies of equipment and technical collabora- 
tion play a decisive role. On the other hand, market 
profitability and the dynamism of private enterprise 
are likely to account for the emergence of manufac- 
tures not included in the plan. 


Positive governmental measures to protect and 
assist domestic private enterprise have played a 
significant role in the growth of Iranian private 
industrial enterprise. Import taxation is substantial. 
In addition to customs duties, most imports are subject 
to ad valorem commercial taxes at rates ranging from 
50 to 80 per cent. A system of registration fees and 
advance deposits adds further to the costs of importa- 
tion. Government authorization of new investment is 
enforced with a view to regulating the size of domestic 
competition and quantitative measures prohibit a 
number of specific goods in which domestic produc- 
tion capacities are deemed to be adequate to meet 
local demand. 


Whereas these measures are having beneficial 
effects on the growth of domestic industrial enter- 
prises, the well-known problems of nascent industries 
enjoying protection are becoming increasingly mani- 
fest. Ex-factory prices of several import-substitute 
manufactures are well above international prices; 
especially the industries principally engaged in assem- 
bling the final product are characterized by high costs 
of producting, with heavy import dependence for 
components and intermediates and relatively low 
capacity utilization. The domestic market potenial 
for industrial consumer goods is good if cost reduc- 
tions can be achieved and is expected to become 
increasingly attractive with the expansion of rural 
incomes. Moreover, with the basic industries, such 
as steel, aluminium, machine-making and_ petro- 
chemicals, expected to enter into production soon, the 
country enjoys to a large extent the prerequisites for 
initiating the manufacture of intermediates and com- 
ponents. The vital element in the private sector indus- 
trial programming of Iran, in the immediate future, 
appears to lie in effecting improvements in the produc- 
tive efficiency and fuller utilization of existing units, 
and in progressively building up facilities for inter- 
mediate manufactures. 


Improvements in industrial production realized 
principally for the full exploitation of the expanding 
domestic markets would place Iran in a favourable 
position for gaining competitive capacity for its exports 
of several industrial manufactures to adjacent coun- 
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tries, especially those across the Persian Gulf. Iran 
enjoys an advantage in terms of distance in relation 
to the present suppliers of industrial goods to these 
countries. The country has already made an encourag- 
ing beginning in automobile exports to Afghanistan. 


Petroleum 


The petroleum industry is a key factor in the 
Iranian economy, occupying a major position as 
contributor to GDP, earner of foreign exchange and 
source of government revenue. Value added in the 
petroleum sector constitutes one quarter of GDP. 
The sector accounts for about three quarters of the 
total export earnings and for one half of government 
current revenue. 


Proven petroleum reserves are currently placed at 
40 billion barrels; Iran maintains second position in 
Middle East oil production (and fifth in the world). 
Over the third plan period, the sector expanded at an 
annual rate of 13.4 per cent, with the net production 
of crude oil in 1967 reaching the figure of 130 million 
metric tons. The fourth plan has envisaged an annual 
rate of expansion of the oil sector of 15.3 per cent 
over the period 1968-1973. However, in 1968, the 
first year of the plan period, the rate of increase over 
the preceding year was only 11.5 per cent, with net 
production of crude oil amounting to 142 million 
metric tons. 


The rate of expansion of oil production and 
trends in crude oil prices in the coming years are 
crucial elements in deciding the pace of investment 
financing over the fourth plan period in Iran. The 
fourth plan has envisaged a rise in oil export earnings 
from $1 billion in 1968/69 to $1.8 billion in 1972/73 
at an annual rate of 17.1 per cent, making a total 
of $7 billion over the plan period. The Government’s 
revenue from oil is expected to rise from $0.9 billion 
in 1968/69 to $1.7 billion in 1972/73, at an annual 
rate of 18.4 per cent, for a total of $6.5 billion over 
the period. Based on these expectations, the fourth 
plan has visualized a total development budget of 
480 billion rials ($6.4 billion) of which 385 billion 
rials (US$5.1 billion) will be financed by oil revenue. 


Value added by the petroleum sector increased 
by 11.5 per cent in 1968/69, as against the fourth 
plan target annual rate of 15.3 per cent; the increase 
in net production of crude oil was only 10 per cent. 
Currently, the Consortium members account for 95 
per cent of Iranian oil production, and the fourth 
plan is based on a 15.9 per cent increase in oil revenue 
from the Consortium. It is evident that although 
adjustments in external borrowing could offset 
temporary shortfalls, the size of development spending 
will largely depend on the fulfilment of the expectations 
regarding oil revenue. 
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A commendable feature in Iran’s oil operations 
has been the commencement of participation in the 
downstream activities abroad. Following an agreement 
signed with the Indian Government, a refinery came 
into operation at Madras early in 1969, with Iranian 
capital participation and supplies of crude oil of 42 
million tons over the agreement period. 


Money and prices 


Price stability has been pursued with great care 
in view of its impact on the balance of payments 
and the real income of a large part of the population. 
Moreover, as a large number of industries are of 
relatively recent origin, the pressures of price rises 
on unit wages would be difficult for the industries to 
absorb. In fact, prices remained relatively stable 
over the third plan period, with an increase of 6 
per cent and 8 per cent between 1962 and 1967 
in the wholesale price and cost-of-living indexes 
respectively. Rapid expansion of private credit 
towards the end of 1967 and early 1968, together 
with the expansionary effects of public spending, 
shortages in some consumer goods, and wage rises 
in some industries, characterized the inflationary 
elements in 1968/69 which were offset to a large extent 
by increases in imports and in industrial and agricul- 
tural output. The expansion of co-operatives and 
elimination of middlemen have helped to some extent 
in narrowing the price mark-ups. The cost-of-living 
index that had risen by 0.8 per cent in 1967/68 
witnessed a further rise of 1.5 per cent in 1968/69; 
corresponding rises of the wholesale price index were 
lower at 0.5 and 1.0. Although the flour, bread and 
rice index declined consecutively owing to larger pro- 
duction, the food index showed a rise of 0.5 per cent 
in 1967/68 and 1.0 per cent in 1968/69, the principal 
reason being rises of 6.2 per cent and 5.5 per cent 
in the price index of meat, poultry and fish over the 
corresponding years. This increase together with the 
fact that the price indexes of housing, house furnish- 
ings, and medical care showed distinct rises over the 
period, reflects the upward movement in Iranian living 
costs. 


The sustained, rapid growth of the Iranian 
economy continues to have an inflationary impact and 
appropriate counter-measures are needed. In the first 
quarter of the fiscal year 1969/70, the cost-of-living 
index rose by 3.4 per cent over the corresponding 
quarter of 1968/69. Foreign exchange reserves 
dropped from $112 million at the end of March 1969 
to $90 million at the end of July, the lowest figure 
since October 1968. In response to this, the Central 
Bank of Iran raised the official discount rate from 7 
to 8 per cent early in August 1969. 


Monetary expansion has kept pace with GNP 
over the last few years. Total banking system assets 
increased by 112 per cent between 1963/64 and 
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1968/69. Credits to the public sector (especially the 
plan organization) expanded at an annual rate of 21 
per cent in the third plan period, and by 23.6 per 
cent in 1968/69. Expansion of credit to the private 
sector was at a slower rate of 18.2 per cent and 17.5 
per cent for the corresponding periods. The successive 
rises in interest rates have induced an impressive 
expansion of time and saving deposits at the annual 
rate of 19.1 per cent over the third plan period and 
20.1 per cent in 1968/69, 


The decline in net foreign assets since 1965/66 
has been due to the increase in imports of goods 
and services in excess of foreign exchange receipts 
including loans accruing to the economy. As a reac- 
tion to the inflationary tendencies of late 1967 and 
early 1968, the Central Bank of Iran resorted to a 
series of measures aimed at reducing the inflationary 
pressures. The legal reserve requirement on demand 
deposits was raised from 15 to 18 per cent, and on 
savings and time deposits from 10 to 12 per cent in 
November 1968, and the discount rate was increased 
from 5 to 7 per cent, followed by a further rise to 
8 per cent in August 1969, The rate of interest on 
time and savings deposits moved up by one per cent. 
The net effect of these policies has been the attraction 
of funds into time and savings deposits, and the 
slowing down of the expansion of net credit to the 
private sector, Over the past two years, the policy 
of the Central Bank has been significantly expansion- 
ary in respect of the public sector. 


Public finance 


The rapidly expanding role of government 
expenditure in the Iranian economy is striking, with a 
rise in its ratio to GNP from 18 per cent in 1963/64 
to 28.2 per cent in 1968/69. Development outlays 
grew at an impressive annual rate of 35.3 per cent 
over the third plan period, with the growth of non- 
development expenditure at a relatively modest 10.8 
per cent. However, 1968/69, the first year of the 
fourth plan witnessed a slackening of the tempo of 
development expenditure with only a 19,7 per cent 
increase over the preceding year accompanied by a 
pronounced increase in non-development expenditure 
at the rate of 30 per cent. Enlarged defence require- 
ments appear to be mainly responsible for the steep 
rise in current expenditure, Current budget surpluses 
have been declining over the past two years. Although 
the development expenditure of 1968/09 was at a 
slower pace of 74.8 billion, the Plan Organization's 
disbursements over the year amounted to 90.1 billion, 
with non-development disbursements beginning to 
assert themselves and foreign and internal debt 
servicing alone reaching the figure of 15.1 billion, 
With oil revenue falling short of expectations, the 
development budget showed a deficit of 41.8 billion, 
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The refreshing feature of 1968/69 has been the 
significant improvement in receipts through direct 
taxation, showing a rise of 39.4 per cent over the 
preceding year. This has been principally due to 
the rise in income tax receipts, consequent to the law 
passed in 1967 transforming the income tax into a 
global progressive tax on all personal incomes, and 
the more efficient administration of the tax system. 
However, direct taxation receipts are still at a very 
low ratio to GNP at 2.2 per cent, and might be 
expected to show improvement in the coming years. 
Customs duties have so far been the largest single 
source outside oil revenue, but the declining share of 
consumer goods in imports, and the relief from import 
duties on intermediate and capital goods for domestic 
industry, are likely to diminish gradually the import- 
ance of customs as a source of revenue. With 
purchasing power increasingly directed to demands 
for domestic industrial products, greater reliance on 
sales taxation with graduated rates for non-essential 
goods appears attractive. 


Oil revenue has accounted for about half the total 
current revenue in recent years. The total amount 
of government current and development expenditure 
envisaged over the fourth plan period is 1,060 billion 
rials, towards which oil revenue is expected to con- 
tribute-487 billion, other current revenue combined 
362 billion (including foreign trade earnings of the 
Government), foreign loans 150 billion, and borrowing 
from the banking system 61 billion. Thus oil revenue 
is expected to constitute 57 per cent of the current 
revenue (a figure higher than in recent years), based 
on the expectation of a 18.4 annual rate of increase 
in oil revenue. The first year of the fourth plan 
(1968/69) witnessed only a 14.4 per cent increase 
over the preceding year. The Central Bank of Iran 
observes: 


It must be emphasized that successful 
implementation of the Fourth Development Plan 
is heavily dependent upon the realization of 
expected revenue from oil and foreign loans. If 
the trend of change in these sources of supply 
of capital continues to be on the lines which 
prevailed in 1347 (1968/69), that is to say, 
revenues falling short of expectations, the achieve- 
ment of goals determined under the Fourth 
Development Plan will be considerably more 
difficult. Hence the enormous importance which 
should be attached to the possibility of increasing 
revenue from oil and the attraction of foreign 
capital and loans within the context of the Fourth 
Development Plan.}6 


Foreign trade and balance of payments 


In recent years, foreign exchange receipts from 
the oil sector have accounted for more than 80 per 


126 Bank Markazi, 1969 Annual Report, p. 99. 
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cent of total earnings through export of goods. In 
1968/69, the oil sector brought in $958.5 million, and 
non-oil goods, $208.1 million. However non-oil 
exports have shown an annual growth rate of 19.5 
per cent over the past six years. Hand-woven woollen 
carpets, cotton, fresh and dried fruit, and hides and 
skins together account for about two thirds of total 
earnings; and prospects for higher rates of exports, 
especially of woollen carpets and cotton, appear bright. 
Further, since 1967, Iran has begun to export a few 
industrial consumer goods and, over the past two 
years, exports of vegetable oils, textiles, and soaps 
and detergents have shown promising rates of 
expansion. 


Major elements in diversification and substantial 
augmentation of exchange earnings are however 
expected from 1971 onwards, with the installation of 
an oil pipeline to the USSR and the completion of 
petro-chemical and aluminium projects. By the end 
of the fourth plan period, in 1972, earnings through 
export of gas are placed at about $50 million, and 
from petrol-chemicals and aluminium at $280 million. 
Thus, earnings from these items are expected to 
surpass the total earnings of traditional non-oil, goods. 


Imports have shown an annual growth rate of 
about 18 per cent over the past six years, and their 
total value stood at $1,523 million in 1968/69. The 
most notable feature is the shift in the structure of 
imports, with the share of consumer goods falling 
from 24 per cent in 1963/64 to 11 per cent in 
1968/69; the share of intermediate goods moving up 
from 56 per cent to 62 per cent and that of capital 
goods from 20 per cent to 27 per cent. The most 
impressive rise has been in the import of intermediate 
goods, from $285 million in 1963/64 to $857 in 
1968/69. This trend should continue until the time 
when the country’s basic indusries enter into produc- 
tion and facilitate the domestically feasible lines of 
intermediate manufactures. 


The rapid increase in public sector imports, 
which rose from $173 million in 1964/65 to $818 
million in 1968/69, reflects/the rising tempo of invest- 
ment in major industrial undertakings and has been 
the principal reason for the mounting current deficit 
in spite of a substantial expansion in the exchange 
receipts of the oil sector. The rapidly rising expendi- 
ture linked with industrial construction, together with 
growing debt repayment obligations, has necessitated 
progressive increases in external borrowing.’27 The 
debt-service ratio rose from 5.9 per cent in 1966/67 
to 10.4 per cent in 1968/69 and is expected to move 
up to 14 per cent in 1969/70. However, in com- 


127 Jran’s credit rating continues to be excellent. In recent months 
a DM 200 million credit was issued by a consortium of nine German 
banks against purchases of industrial and other equipment. It is also 
reported that a syndicate of nineteen British, European and United 
States banks will offer a loan of 80 million Euro-dollars to Iran. 
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parison with the other developing countries, and also 
with its own position in earlier years, Iran’s present 
debt-service ratio is moderate. 


Plan progress and prospects 


The Fourth Plan envisaged a total fixed invest- 
ment outlay of 810 billion rials, composed of 443.5 
billion (54.7 per cent) in the public sector and 366.5 
billion in the private sector. Industrial projects, 
together with oil and gas which constitute the more 
dynamic sectors of the economy, are earmarked for 
301.6 billion (37.4 per cent). As work on most 
of the public sector industrial projects had begun in 
the final years of the preceding plan, the first two 
years of the fourth plan have witnessed vigorous 
progress in their execution and this has been accom- 
panied by a similar expansion in private sector invest- 
ment. Gross fixed-capital formation in 1968/69 has 
been placed at 121.3 billion, and the indications are 
that investment expenditure will be much higher in 
1969/70. However, in view of the fact that most of 
the public sector industrial projects are due for com- 
pletion by the end of 1971, the years 1970 and 1971 
should witness the heaviest concentration of govern- 
ment investment expenditure, and the pressure on 
foreign exchange that is already keenly felt is expected 
to be more severe. In 1968/69 public sector foreign 
exchange expenditure increased by 52 per cent. 
Although re-phasing of additional investment in certain 
fields, such as the petro-chemicals complex, might be 
technically feasible, the advanced stage of progress 
in construction of the major projects precludes the 
possibility of any slowing down of investment expendi- 
ture. Also, cost increases over time, accentuated by 
delays, are an important factor to be reckoned with. 
The Government is currently attempting to solve the 
problem of mobilizing adequate internal and external 
resources. Effors are being directed towards securing 
larger flows of oil revenue, improving domestic revenue 
and controlling current expenditure, regulating the 
total volume of private sector investment, and resort- 
ing to external borrowing to the extent necessary. 
Evidently, success in these efforts will decide the pace 
of plan progress. 


In view of the emphasis that the Government 
lays on financial stability in the pursuit of rapid 
economic growth (and the successful record in this 
respect over the decade), shortfalls in total resources 
will result in adjustments in total volume of invest- 
ment spending and corresponding lags in the realiza- 
tion of specific targets. However, the dimensions and 
complexities of the current development process are 
making heavy demands on manpower and organiza- 
tional ability. The country is fortunate in possessing 
competent personnel at the top and their ranks are 
being steadily reinforced by the return of highly- 
trained Iranians from abroad. This phenomenon is 
described as the “brain gain” in contrast to the “brain 


drain” in some of the developing countries. In 
respect of the mass requirements of unskilled man- 
power, the steady inflow into the urban and industrial 
centres from the countryside renders the supply elastic 
and insures against undue rises in wage rates. There 
appears to be a problem, however, in respect of skilled 
and semi-skilled labour and middle-level managerial 
personnel. The Government has been taking steps 
towards accelerating the training programmes in the 
framework of a manpower budget, and encouraging 
in-service training. However, in the immediate context 
of rapidly expanding demands for middle-level and 
skilled manpower, it is only natural that wage rates 
in some occupations should tend to rise until supplies 
start expanding in the specific categories. In the 
current period and in the immediate future, the 
development challenge lies essentially in successful 
economic and financial management and, in the 
process, Iran has many valuable lessons to offer to 
the developing countries of the world. 


Republic of Korea 


In 1969, the Korean economy continued along 
the path of rapid growth achieved in previous years, 
with GNP (measured in constant 1965 prices) rising 
by 15.5 per cent. The increase in production out- 
stripped the growth of population with the result that 
per capita GNP rose from $165 in 1968 to $195 in 
1969.128 Moreover, while additions to the working- 
age population have been substantial, the growth of 
production has been so rapid that unemployment has 
declined (from 7 per cent of the available labour force 
in June 1966 to just under 3.5 per cent in June 1969) 
and hours worked per day per worker have risen. 


Apart from the high ratio of gross domestic fixed 
capital formation to GNP, equivalent to 27 per cent in 
1969, the two most outstanding features of the Korean 
economy have been the tremendous increase in indus- 
trial production (with 1965=100, the index of 
industrial production was equal to 276.4 at the end 
of. December 1969), and the substantial annual 
increase in export earnings (equivalent to almost 40 
per cent per annum since 1963, and the rate of 
increase was 40.4 per cent in 1969). 


Such rapid growth has placed some strain on the 
economy. Demand for goods and services has tended 
to outstrip the supply, with inflationary consequences 
and associated balance of payments difficulties. In an 
effort to reduce the extent of over-heating of the 
economy, the Government increased the level of 
taxation in 1968 and again in 1969, tax revenue in 
1969 rising by some 35 per cent over the level of 
collections in the preceding year. However, while 
the growth of personal disposable income has been 
restrained, a rising savings ratio combined with an 


128 All figures for 1969 are preliminary. 
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increasing level of capital inflow has permitted a 
sizeable increase in private investment demand while 
the rise in government revenue has been accompanied 
by expansion in government consumption and capital 
spending. In consequence, demand continued at a 
high level and both inflationary pressures and balance 
of payments difficulties continued. 


In general, the development of previous years 
is being maintained and even improved upon, with 
the Government playing an increasing role, but 
symptoms of overstrain are appearing and steady 
growth at a slightly slower pace than the current 
years is a growing possibility for the future. 


Production 


The output of the agricultural sector (defined to 
include forestry and fishing) has grown slowly in 
recent years. In a large measure, this has been 
due to two consecutive years of drought in 1967 and 
1968; the production of rice, the major agricultural 
crop, actually fell by 11 per cent in 1968. With more 
rapid growth elsewhere in the economy, the share 
of the agricultural sector in GNP fell from 38.7 per 
cent in 1965 to 28.1 per cent in 1969. Nevertheless, 
this sector still employs almost 50 per cent of the 
working population. A satisfactory growth rate of 11 
per cent was recorded in this sector in 1969. 


The small size of farms is typical of the Republic 
of Korea. The average farming household has 6.5 
members and a farm of less than one hectare; over 
one third of all farm households work less than one 
half of a hectare. Due to fragmentation and physically 
separate strips, the fields worked are often smaller than 
the average figures suggest. In the Republic of Korea, 
the smaller the farm the lower is the yield; for 
instance, the productivity of labour in rice production 
on farms of less than one half of a hectare was only 
45 per cent of that on farms of over two hectares. 
A significant increase in agricultural output would 
probably be obtained by amalgamation. The ques- 
tions, however, are those of organizing such a sub- 
stantial change in traditional patterns of cultivation 
and of absorbing the potential amount of labour 
released by such a land reform programme elsewhere 
in the economy. 


The conservatism of the farmers in accepting 
new crops and techniques has been changing quite 
rapidly in recent years, with a switch to the produc- 
tion of cash crops, such as fruit, vegetables and 
industrial crops, and increasing use being made of 
fertilizers and machinery. In 1968 alone, the number 
of engine-operated ploughs increased by 63 per cent. 


Government development strategy has favoured 
industrialization rather than agriculture. Only less 
than 10 per cent of total government spending has 
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been devoted to the agricultural sector while the policy 
of cheap loans for export activities and for the 
purchase of imports to be processed and re-exported 
mainly helps industry, since the share of agricultural 
exports in total exports is limited to some 4.3 per 
cent and, by comparison with industrial exports, the 
import component in agricultural exports is negligible. 
There are signs that the policy is gradually changing 
and more resources are being put into agriculture and 
fishing and in 1969 almost 30 per cent of budgeted 
economic service spending was in this sector. An 
eight-year grain production programme was launched 
in 1969 shortly after the inauguration of a four-year 
stock-raising development programme in 1968. The 
major reason for the increased attention to agriculture 
was the poor crop yields achieved in 1967 and 1968 
and the consequent increase in food prices. 


Industrial output continues to grow at a fast 
rate, the share of manufacturing industry in GNP 
rising from 17.7 per cent in 1965 to 20.2 per cent 
in 1969. Different rates of growth have been achieved 
by different industrial groups since 1965, with most 
industries increasing their output. The leading growth 
industries in recent years have been textiles, wood 
and wood products, paper and paper products, basic 
metals, metal products, machinery, electrical machin- 
ery and transport equipment, all of which more than 
doubled their output between 1965 and 1968. 


Small and medium-sized industry plays a crucial 
role in the economy, accounting for 98 per cent of 
the total number of enterprises in the manufacturing 
sector and employing 61 per cent of the total 
employees. While these firms produced 47 per cent 
of the total output of the manufacturing sector and 
their contribution to domestic value added within this 
sector was still smaller, they nevertheless accounted 
for 41 per cent of export earnings derived from the 
sale of manufactures. 


In recent years, considerable effort has been 
made to improve the infrastructure (electricity, water 
supply, transport, storage and communication facili- 
ties) for industry. The supply of electricity, long 
lagging behind the increase in demand, is now more 
than adequate following a fourfold rise in the capacity 
for electricity generation between 1962 and 1968. A 
major effort is currently being made in road building, 
but railway transport is still a bottleneck. 


In recent years, wage rates have been rising in 
the manufacturing sector (monthly earnings rose by 
almost 14 per cent in real terms in 1968). In part, 


the rise is a reflection of the growth of productivity 
and, in part, of a growing shortage of skilled labour. 
In consequence, industry in the Republic of Korea is 
becoming somewhat more capital-intensive. 
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Investment and saving 


The rise in the ratio of gross domestic fixed- 
capital formation to GNP that has occurred since 
1964 continued in 1969; investment measured in terms 
of constant 1965 prices increased its share of GNP 
from 23.3 per cent in 1967 to 31.8 per cent in 1969. 
This is a remarkable achievement indicating the 
substantial expansion in fixed investment since GNP 
itself increased substantially. The rapid increase in 
investment has been one of the major reasons for the 
high and accelerating growth rates achieved since 


1964. 


Table II-2-16 shows the allocation of investment 
by sectors for the two years 1967 and 1968. Three 
points stand out. First, there has been a rise in the 
level of social overhead capital investment, its share 
of total investment rising from 36.9 per cent in 1967 
to 37.9 per cent in 1968. Second, investment in 
manufacturing, the second largest category, increased 
further in 1968 but its share of total investment fell 
for the second consecutive year. Third, while there 
was a rise in investment in the agricultural sector, 
this sector’s share of total investment declined further 
in 1968 (and still further in 1969) reflecting a trend 
which has been apparent since 1964, Endeavours to 
stimulate investment in this sector in recent years have 
not yet reversed this trend. 


In 1968, private sector investment was almost 
three times as large as public sector investment. 
Investment in both sectors reached record levels in 


1968. 


Table II-2-16. Republic of Korea: Allocation of 
gross domestic capital formation, 1967 and 1968 


(in billion won) 


1967 1968 
Investment category ———————— | 
Total Per cent Total Per cent 


Agriculture, forestry and 


Msheryary , ie ae eee 8.6 30.73 7.3 
Mining and quarrying . . Pass} 0.9 4.18 1.0 
Manufacturing . . . . 68.61 25.2 95.49 hed 
Constriction Eel say. Wee 2.22 0.8 11243 27, 
Electricity, water and sanitary 

services Sag ar een See alee 8.1 43.55 10.3 
Transportation, storage and 

communication . M7623 28.0 104.95 24.9 


Wholesale and retail trade . 11.12 41 16.83 4.0 
Banking, insurances and real 


eStaleeee as so ee 0.87 0.3 3.53 0.8 
Ownership of dwellings. . 25.86 Oy ne 40920 11.0 
Public administration . . 5.51 2.0 10.48 Zo 
Services, GO UL eGov) tty Leh | 25287. 95 34.98 8.3 


Increase in stocks . . . 8.20 3.0 18.96 4.5 
Source: Bank of Korea. 
Essentially, there have been two sources of 


finance: domestic savings and foreign capital inflow. 
In 1966, some 55 per cent of gross domestic invest- 
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ment was financed from domestic savings. However, 
although there has been a dramatic increase in the 
absolute level of domestic savings since 1966, its’ 
contribution towards financing investment spending 
has declined slightly, amounting to 50 per cent in 
1968. Over-all, heavy reliance has been placed on 
foreign capial inflows for investment purposes. Pre- 
liminary figures for 1969 indicate that this situation 
may now be reversing. 


There has also been a marked change in the 
composition of foreign sources of finance for invest- 
ment since 1960. In early 1960s, transfer receipts 
dominated foreign capital inflow and accounted for 
approximately 70 per cent of total invesment. How- 
ever its share has since fallen dramatically, increas- 
ing reliance being placed on public and _ private 
borrowing abroad. In 1969, transfer receipts 
accounted for only 11 per cent of total investment. 


Disaggregating domestic savings, three further 
developments are noteworthy. First, the share of 
government saving has steadily increased from 13 per 
cent in 1966 to 22 per cent in 1969, a remarkable 
achievement considering that the government sector 
dis-saved each year without exception over the decade 
1954-1963. Second, the share of business savings has 
declined markedly from 41.5 per cent in 1966 to 25.5 
per cent in 1968. Third, while the share of house- 
hold and private non-profit making institutions tends 
to fluctuate with the harvest, the over-all trend since 
1962 has been upwards. 


Employment and earnings 


At mid-1969, the population was estimated at 
31.1 million of whom 56 per cent were in the 
working age group (14-65 years). Approximately 
36 per cent of the total population was gainfully 
employed. The amount of labour employed increased 
substantially in 1968, continuing a trend apparent 
since 1962. Apart from an increase in the absolute 
size of the work force, the number of hours worked 
per worker per week also increased. 


Reported unemployment figures show a fall each 
year between 1963 and 1968. The growth of the 
economy has been sufficiently rapid to absorb more 
than the whole of the increase in the labour force 
over this period and to utilize the total work force 
more fully. Of those unemployed in 1968, 59 per 
cent reported that they had no former employment 
and were, in effect, new entrants into the labour 
market. Only 7.5 per cent reported agriculture as 
their previous industry. 


In part, the high growth rates of the past are 
a consequence of the availability of an adequate 
supply of low-priced labour. However, there are now 
indications that a labour shortage is emerging, 


164 


Part Two. Current Economic Developments 


particularly in respect of skilled labour. Earnings rose 
at a faster rate than productivity in 1968 (in manu- 
facturing, the earnings index, with 1965100, stood 
at 182.6 in 1968, compared with the productivity 
index which stood at 146.8), hours worked per worker 
per week in industry are increasing, the turnover of 
labour is increasing (suggesting that there is increas- 
ing competition among firms for labour), and the 
demographic effect of the Korean War is now reducing 
the annual addition of teenagers to the work force. 
In general the evidence suggests that a tightening in 
the labour market may well be emerging as labour 
enters a stage where its supply elasticity is less than 
in the past, but it is too early to be certain. 


The distribution of employment by sector shows 
a slight decline in the percentage of total employment 
in agriculture in recent years. In absolute terms, 
employment in the agricultural sector decreased by 
some 180,000 persons between 1963 and 1968. 
However, when account is taken of the fact that half 
of the work force is in this sector and that, through 
natural increase, the rural population would have 
increased over this period, the amount of labour 
leaving the rural sector to seek urban employment 
would have been much greater than 180,000 persons. 
Employment in manufacturing continues to grow, 
having risen from just over 10 per cent of the work 
force in 1965 to 14 per cent in 1968. In a large 
measure, the increase in employment in this sector 
has been drawn from new entrants to the labour 
force, former agricultural workers accounting for only 
one third of the increase in employment in the 
manufacturing sector. The number of farm house- 
holds in 1968 was 16 per cent above the level of 1963 
and, since farmers’ earnings compare quite favourably 
with industrial wage rates in terms of real purchasing 
power, agriculture has not yet become the major 
source of further additions to the industrial labour 
force. Employment in the service sector has grown 
substantially in absolute terms, but its share of total 
employment has remained relatively steady since 1965 
at about 32 per cent. 


In view of the rapid industrialization, it might 
be expected that earnings in industry would rise 
substantially faster than in agriculture, partly to 
attract labour and partly because productivity would 
be rising more rapidly in industry. While this has 
been true since 1965, the disparity in the rate of 
increase in monthly earnings in the industrial and 
agricultural sector has been negligible, and the order 
would probably have been reversed but for two years 
of drought in 1966 and 1967. Taking a longer time 
span, and using 1961 as a base year, agricultural 
earnings have enjoyed a faster growth rate, the index 
of their monthly earnings standing at 385 in December 
1968 compared with 323 for manufacturing earnings. 


A comparison of rural and urban savings reveals 
that, between 1963 and 1968, urban workers dis- 
saved in three of the six years, whereas farm 
households managed to save each year. For the whole 
period, urban households saved a total of 8,500 won 
on average, whereas rural households saved 89,000 
won on average, ten times as much. Since the cost 
of living in rural areas is normally less than in towns, 
the real purchasing power of rural savings is further 
enhanced. When converted to a per capita basis, the 
difference between average savings in the rural and 
urban areas would tend to be narrowed because rural 
families are normally larger than urban families. 
Nevertheless, the scope for rural savings on an 
acceptable scale outweighing urban opportunities may 
explain why the release of labour from the agricul- 
tural sector to the urban sector has not so far been 
large. Moreover, unless there is a substantial increase 
in real earnings in the urban areas, the industrial 
sector may have to continue to rely heavily on new 
entrants to the labour force as its main source of 
additional labour. 


Prices and price stabilization 


Prices continued to rise in 1968, the wholesale 
price index moving up by 8.1 per cent and the 
all-urban consumer price index by 10.8 per cent, but 
the rate of inflation has eased slightly each year since 
1966. A available figures for 1969 suggest that the 
rate of inflation, as measured by the wholesale price 
index, eased but the all-urban consumer price index 
showed a faster price rise of 12.4 per cent. 


In the past, the public utilities have been 
thought to cause inflation by increasing their adminis- 
tered prices, but there is little evidence to support 
this. Indeed, the more common practice in the 
Republic of Korea has been for utility prices to lag 
behind other price rises. For example, the price of 
electricity has not changed since November 1967 
while, in the same period, the all-urban consumer 
price index registered an increase of 17.1 per cent. 
As a result, the price of electricity has fallen in relation 
to that of other goods and this has tended to increase 
the demand for goods that use electricity, e.g. electrical 
machinery, radio and television sets. 


Money supply has increased substantially in the 
Republic of Korea in recent years, though the rate 
of increase has decreased since 1967. Within the 
total money supply, money in circulation has been 
increasing more quickly than bank deposits, but, like 
the total money supply, the rate of increase of money 
in circulation is also falling each year. The rate of 


increase in money supply nearly doubled in 1969 but, 
possibly because of time lags, did not appreciably 
affect the price level. 
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Since 1962, monetary policy has been used as 
an anti-inflationary measure and, as a result, interest 
rates in the Republic of Korea rose very rapidly 
indeed from 13,9 per cent for bank loans in 1962 to 
26.0 per cent in 1968 and now stand at 24.6 per cent. 
These high interest rates pose certain problems for 
the economy. Businessmen tend to borrow abroad for 
working capital as well as for investment, since interest 
rates abroad are much lower than in the Republic 
of Korea, and this has caused a rapid increase in 
the inflow of foreign capital, especially in the last 
two years. As a result of this, increases in the rate 
of interest in the Republic of Korea can add to the 
inflow of foreign capital rather than reduce the 
amount of investment and, as long as business con- 
fidence is not undermined, monetary policy may prove 
ineffective even at the prevailing level of high interest 
rates. On the other hand, an increase in the rate of 
interest may induce more domestic saving in the 
Republic of Korea, as happened in the past, although 
some savings were undoubtedly diverted from the 
unorganized money market to the banks and were 
recorded in the statistics for the first time. 


The structure of the interest rates has assisted 
the balance of payments since loans for export 
activities and for imports used in the production of 
exports are provided at a mere 6 per cent, or one 
quarter of the rate charged on normal loans. Given 
the rate of inflation each year, this amounts to a 
negative real interest rate. Undoubtedly, the rapid 
growth of export activity has been assisted by these 
very attractive credit terms. 


In an effort to control the rise in the price level 
and to deal with the balance of payments problem, 
taxes have been increased significanly. In 1968, tax 
revenue was 50 per cent higher than in 1967. In 
1969, indirect taxes, at 49.6 per cent of government 
revenue, were nearly twice as important as direct 
taxes at 25.5 per cent. On current account, the budget 
has been in surplus each year since 1965 and the 
size of the surplus (equivalent to government 
sector savings) has risen substantially each year. 
Undoubtedly, reliance on fiscal policies is increasing 
as monetary policy seems less effective. This trend 
can be expected to continue with possibly some greater 
use of direct controls as a supplement. 


Private foreign capital inflow has increased at 
an extraordinarily rapid rate since 1965, the absolute 
level increasing from US$16.6 million in 1965 to 
US$415 million in 1968. Of the 1968 total, private 
long-term capital inflow accounted for 97 per cent. 
In 1968, private capital inflow financed almost 30 
per cent of gross domestic fixed capital formation; 
the corresponding figure for 1965 was below 5 per 
cent. 


This high rate of inflow of foreign capital is of 
great importance in explaining the extremely fast 


rates of growth in the recent past. It has ensured 
high and increasing rates of investment which are 
necessary, but not sufficient, for growth, and it has 
in addition allowed the import of machinery and 
materials needed in the growth process, that is to say 
it has covered the import-export gap. The value of 
the foreign capital inflow in the growth process cannot 


be doubted. 


However certain issues have arisen in the absorp- 
tion of this capital. Aggregate demand has con- 
sistently exceeded the domestic production capacity 
since the supply of money increased rapidly. 


There is an unavoidable time lag between the 
spending of the won after conversion and the resulting 
output. Another element is the fact that foreign 
exchange reserves have increased each year since 1965 
but the current account of the balance of payment 
has been in deficit. The increase in external reserves 
tends to reduce the rate of depreciation of the won 
below that which the balance of payments on current 
account would set. In turn, it means that a balance 
of payment deficit usually can continue for a longer 
period before corrective action is taken and that the 
ultimate solution is less easy. 


Obviously the heavy reliance on foreign capital 
inflow increased the debt service problems in the 
Republic of Korea, particularly since the total debt 
structure is changing in such a way that a higher 
proportion is now on commercial terms and at higher 
interest rates. The debt service ratio, measured by 
total repayments as a percentage of export earnings, 
shows a steady increase since 1962. According to 
the Economic Planning Board, the average debt service 
ratio for 1962-1966 was 4.5 per cent, in 1967 and 
1968 it was 11.2 per cent and in 1969 it was 9.0 per 


cent. 


While the level of repayments as presented is 
still relatively low and not a matter for grave concern, 
the trend in the ratio has been upward. Exports are 
still increasing but the balance of payments is not 
strong enough to stand a big increase in the debt ser- 
vice ratio. It seems probable that, in the absence of a 
rapid improvement in the balance of payments, any 
further increases in the already high level of foreign 
capital inflow will represent a problem, both for rea- 
sons of inflation and of repayment capacity. 


Trade and balance of payments 


In 1969, exports are estimated to have reached 
US$703 million and imports US$1,750 million. The 
structure of exports has shown a marked change in 
the last few years. In 1962, the start of the first 
five-year plan, 40 per cent of all exports consisted 
of food and 35 per cent of inedible crude materials 
(excluding fuels). By 1968, food exports had fallen 
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to 10 per cent of total exports and inedible crude 
materials to 14 per cent, despite the fact that, over 
the period 1962-1968, there was a large absolute 
increase in the value of such exports. While this 
irend was occurring, manufactured goods increased 
their share of total exports from 15 per cent to 68 
per cent; the early dependence on exports of primary 
produce has now given way to increased dependence 
on manufactured exports. 


On the import side, machinery and transport 
equipment have shown the fastest growth, rising from 
16 per cent of all imports in 1962 to 36 per cent 
in 1968, reflecting the rapid growth of industrializa- 
tion that has occurred in the intervening years. The 
import share of food and live animals has remained 
fairly constant since 1962 at about 11 per cent of all 
imports as has that of manufactured goods (other 
than machinery and transport equipment) at about 
19 per cent. One interesting development on the 
import side has been the steady decline in the share 
of inedible crude materials in total imports from 21 
per cent in 1962 to 18 per cent in 1968, despite the 
rapid growth of the economy over this period. Further, 
imports of food and live animals have consistently 
exceeded exports of such in each year since 1960 so 
that the Republic of Korea exports manufactures and 
tends to import, rather than export, agricultural 
produce. 


The balance of payments deficit has widened 
steadily since 1965 when there was a current account 
deficit of US$198.6 million to one of US$666.4 
million in 1968. In 1969, the situation continued to 
deteriorate in the first three quarters and the deficit 
for the year may approach US$800. Merchandise 
trade runs a substantial deficit, the figure for 1968 
standing at US$835.8 million. The deficit reflects the 
demand for imports necessary to sustain growth. The 
rate of increase in the merchandise deficit has been 
rapid, the increase in 1968 being 45.6 per cent. 
Transport and insurance is also an item constantly in 
deficit (amouning to US$73.4 million in 1968) but 
government transactions (mostly consisting of military 
items) have been in surplus (US$232.9 million in 
1968). In general, the deficit on merchandise trade 
plus transport and insurance is increasing rapidly and 
the surplus achieved in government and “other 
services” is insufficient to prevent an over-all deteriora- 
tion in the balance on current account. 


The devaluation issue is Korea continues to be 
unsolved. The case for it is, firstly, that internal price 
increases have exceeded the depreciation of the won, 
secondly, that the won depreciation is in any case 
too slow due to the foreign capital inflow, thirdly, 
that devaluation would reduce the rapid rise in 
imports, and fourthly, that domestic profits are high 
enough to divert exportable goods to the home market. 
Against this, it has been argued that the demand for 


imports is relatively “price-inelastic’” since imports 
consist largely of items necessary for growth and 
possibly are also “income-elastic”; that exports are 
already doing remarkably well and little surplus 
capacity exists to take advantage of a lower price of 
exports; and that a price adjustment approach to the 
balance of payments is less desirable than an absorp- 
tion approach since it was over-absorption that caused 
the situation to arise. The very high growth rates, 
coupled wtih high and accelerating rates of investment, 
are straining the economy beyond the capacity of 
domestic resources to sustain, causing increases in 
the inflow of foreign capital and a deterioration in 
the balance of payments. 


The difference between the Republic of Korea and 
the more normally encountered cases is that both 
foreign exchange reserves and capital inflow are large 
and increasing. However, it would seem that the 
current economic situation requires examination of the 
tolerable maximum growth rate and solution of the 
widening balance of payments gap. It appears that 
the economy may perhaps be better served by a 
steady but rather slower rate of growth than in the 
past. This indeed has now become the official policy, 
with lower targets of growth of 10 per cent in 1970 
and 8.5 per cent in 1972, a target for investment in 
1970 below the level achieved in 1969, a stronger 
stabilization programme, decreases in government 
investment and loans, and a retrenchment of bank 
credits. Apart from this, consideration might perhaps 
be given to policies which would reduce the import 
content of exports and stimulate agricultural produc- 
tivity. 


Laos 


Introduction 


Any study or appraisal, of either descriptive or 
analytical character, concerning the economy of Laos 
—even for a period as recent as the 1960’s—must 
be considered in the light of the fragmentary nature, 
uncertainty, paucity and, as often as not, complete 
lack of date. In 1964, the gross national product was 
estimated to be US$167.5 million while the population 
estimate stood at 2.579 million people, suggesting a 
GNP per capita of about $65.129 Since then, however, 
no estimate is available, which makes it obvious that, 
at this stage, no statement regarding the economic 
growth of Laos can be given in any precise quantita- 
tive terms. 


These statistical deficiencies reflect the fact that 
Laos is largely a non-monetized economy where 


129 Ministére du Plan et de la Cooperation, Service National de la — 
Statistique, Rapport sur la situation economique et financiere 1968-69, 
Vientiane, Laos, p. 2. This was the first time the GNP was estimated 
for Laos; it was the product of an experiment carried out by the 
Planning Commission. There have been different opinions as to the 
absolute reliability of this information but the consensus seems to be 
that the per capita figure would be in the $60-65 range. 
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estimates are necessarily educated guesses with com- 
putation giving way to imputation in most cases. In 
the particular case of Laos, these problems are 
further confounded and intensified by a political and 
military instability which has led to the breakdown of 
communications, dislocations in population distribu- 
tion and employment, and disruptions in production. 
It has been accurately said of Laos, itself a hinterland 
since it is landlocked, that it is a composite of hinter- 
lands where the parts are far from adding up to the 
whole. Given these limitations, any analyses, 
inferences and conclusions, drawn in and from the 
following account of Laos’ economic records in the 
recent past must be viewed with a great deal of 
caution and reservation; in particular, little that is 
meaningful can be said of its performance in the 
aggregate sense. Agriculture, which is still the pre- 
dominant feature of the economy, commanding about 
81 per cent of the labour force,!®° has seen a steady 
improvement to the extent that, although the country 
has not yet reached self-sufficiency, it was able, in 
1968, to feed half of its refugees and armed forces 
from its own rice production. It is not possible to 
gauge the effects this has had on the GNP, not to 
speak of its implications for future growth, simply 
because no figure for the GNP has been produced 
since the improvement began in 1965. However, this 
much must be admitted: Laos has no longer to rely 
on imports to satisfy a major part of its agricultural 
needs. This is a remarkable achievement in the midst 
of intensified political and military turmoil. 


This phenomenon significantly reflects the efforts 
that have been made by the people and government of 
Laos. After more than a decade of independence and 
steady inception of modern ideas and technologies, 
basic changes in attitudes are making themselves felt. 
It is a rather subtle process, hardly going forth in 
leaps and bounds, but at least it has begun. For 
instance, at the same time that more and more of the 
rural population are coming around to the notion and 
usage of money, the farmers are increasingly willing 
to accept modern methods of production especially 
the use of chemical fertilizers, which were not very 
long ago rejected with mistrust. With improved 
communications linking rural areas to urban centers, 
farmers have begun to look beyond production for 
subsistence. At the same time, the traditional concept 
of business as a lowly profession is becoming out- 
dated as young talented and qualified university 
graduates are being drawn towards commercial enter- 
prises. This is an important change since the need 
for entrepreneurial skills is at least as great as that 
for other skilled personnel, as part of the prerequisite 
groundwork of long-term development. 


130 The total active population is estimated at 770,000 of which 
625,000 are engaged in agricultural production. See Ministére du 
Plan et de la Cooperation, Programme de Development Integre de la 
Plaine de Vientiane, Vientiane, 1969. 


The Government, for its part, has shown signs 
of a keen recognition of the country’s economic 
difficulties, especially of the problems of long-range 
development. Paradoxically enough, a sense of deter- 
mination and optimism seems to persist pari passu 
with a taxing war that is a perennial threat to the 
economy. The Government is attempting to abstract 
the economic problems from the war and to tackle 
them with a deliberate realism. Its goals are firmly 
delineated: to make Laos a viable economy free from 
foreign assistance, capable of its own development 
while improving the welfare of its people. — Its 
diagnoses and prescriptions for the economic ills, 
admittedly simplified, are straightforward, and readily 
lend themselves to enforceable policy and implemen- 
tation. Thus, the current five-year plan spanning the 
1969-1974 period, far from being the traditional 
proclamation of well-intended social and economic 
objectives, sets forth a clearly defined and detailed 
programme designed to meet both the immediate and 
long-run needs of the economy. It is a comprehensive 
plan whose projected targets, investments and ways 
to finance them, should, for the first time, provide the 
Government with at least a guideline for the manage- 
ment of the economy,'*! 


The changes in attitude and thinking illustrated 
above form a part of the social, cultural and institu- 
tional changes that are well recognized as essential to 
development and they should be given no less weight 
than that accorded to the more tangible infrastructure 
and directly productive sectors of the economy. 


Agriculture 


Food production. Agriculture is by far the most 
important sector of the economy, providing income 


131 The current five-year plan makes no apparent attempt at setting 
an overall growth-rate target, but does envisage growth rates for the 
major sectors. ‘The plan calls for an investment totalling 59,078.8 
million kips or about US$118.16 million at the market exchange rate 
of K500 = $1, Of this, K48,317 million are to go to the “basic” 
sectors consisting of such major projects as the Nam Gnum Dam, 
irrigation and electrification, the establishment of a cement plant and 
a north-to-south network of telecommunications, Of the remainder 
of the planned investment, priority is given to the directly productive 
sector, agriculture in particular, The structure of the planned invest- 
ment is as follows: 


Value in millions 


Sectors of kip Percentages 
Production 4,674.32 43,5 
Infrastructure A 2,322.40 21.6 
Social (health, ete.) . 2,538.16 23.5 
Education ies. | Soe, oh 1,227.00 114 

Totelian to (eeneomeaty: wh hi UOTE LS 100.0 


The shares of various sources of financing the investments are 
estimated as follows: (in percentages) 


National To be 

Sectors Aid budget Loans Other procured 
Major projects .  . 49.06 Tez0r) 11.70 2.00 35.54 
Other projects . . 38.95 23.70 12.84 — 2451 


Total yn fist | otanae 5.70 11,89 1.63 33.49 


Source: Commissariat General du Plan, Ministére du Plan et de 
la Cooperation, Plan cadre de development economique 
et social 1969-1974, Vientiane, pp, 32-33, 
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and livelihood for about 90 per cent of the people. 
Improvements in agriculture, particularly in terms of 
increased production of food crops, would not only 
be of immediate relief to the urban centers, and to 
the refugees and soldiers whose number, together, has 
at times climbed as high as 760 thousand or about 
27 per cent of the total population, but would also 
help to reduce the perpetual deficit in the balance 
of payments thereby easing the strains on foreign 
exchange resources which, in turn, could be released 
for development purposes. The latter point is far 
from lost on the Government, especially when account 
is taken of the fact that agricultural foodstuffs 
normally command about a third of the total value 
of imports which in 1967 stood at K11-8 billion. The 
Government has, therefore, consistently stressed the 
need for agricultural self-sufficiency. 

Efforts have, in particular, been made to 
increase rice yields through mechanization of farming, 
improved seeds, chemical fertilizers and insecticides. 
With external assistance, the Government has made 
considerable progress in this respect; since 1964 it 
has carried out 250 farm demonstrations, distributed 
more than 1,300 metric tons of fertilizers, sold 200 
small irrigation pumps to commercial vegetable 
growers and through the Agricultural Development 
Organization (ADO), a joint Lao-American operation, 
has extended credit facilities to farmers for the purpose 
of financing investments in mechanized equipment and 
tools, notably tractors.122 

In 1967, the new “miracle” rice seeds known 
as IR-8 and IR-5 from the Philippines, and the 
Sampathong, a glutinous rice from Thailand, were 
introduced into Laos. The former, being less sensitive 
to differences in sunlight, are amenable to double 
cropping and could yield up to 10 tons per hectare 
per year, given proper irrigation, fertilizers, and 
correct cultural practices. The Thai seed can yield 
up to 4 tons per hectare since it can only be planted 
once per year. These yields are dramatically high 
in relation to the one-ton-per-hectare performance of 
the local seeds. 

A. great deal of emphasis has also been placed 
on the need to increase the cultivation of the arable 
area. Irrigation plays a vital role in this respect, by 
permitting both the direct expansion of cultivated 
acreage and the intensification of production through 
double cropping. Beside the Nan Gnum Project which 
is expected to irrigate about 114 thousand hectares, 
there are 180 small dams which could control and 
regulate water supplies to 15 thousand hectares. 

By the late 1960’s, these efforts began to bear 
fruit, highlighted by improvements in the production 
of rice in 1968 which reached 550 thousand tons, an 


132 “Four Questions on American Economic Aid to Laos", lecture 
delivered by C. A. Mann, Director of USAID Mission to Laos at a 
Seminar Meeting of the Mittasone Association, Vientiane, November 
1969. The loans made to farmers by the Agricultural Development 
ae have amounted to an outstanding debt of K118.62 
million. 


increase of 40 per cent from 1962. This permitted a 
reduction in the import of rice by 20 thousand tons, 
about 30 per cent of the previous year’s imports. 
The year 1969 saw yet another increase in production 
to 570 thousand tons. At the same time, the area 
to which double cropping is applied increased from 
1,200 to 1,800 hectares. 

Notwithstanding these encouraging signs, the 
country is still a long way from self-sufficiency, not 
to speak of the ultimate goal of transforming agricul- 
ture from a deficit into foreign-exchange-earning 
sector. While the country still has to import about 
40 thousand tons of rice annually, the Government — 


envisages an increase of 50 per cent in rice production — 


in five years in order to replace all imports of rice 
and the export of up to 200 thousand tons per year 
by 1975. This target calls for an extension of irriga- — 
tion to 50 thousand hectares while it is estimated 
that all the completed irrigation projects presently 
cover only 8,500 hectares in the wet season and 5,100 
hectares in the dry season. 

Meanwhile, the production of vegetables has been 
more or less stabilized, that is, stagnant in develop- 
ment terms, and here also importation is the rule. 
The same thing can be said of the livestock sector 
where the potential for self-sufficiency does exist, 
reinforced by the fact that Laos is a nation of fish- 
and-vegetable rather than meat consumers. While it 
is not unusual for import substitutes to exist, derived 
from surpluses of livestock that accrue in the south, 
communications within the country, which are nearly 
impossible and often perilous, create a structural and 
distributive twist whereby these surpluses, along with 
other foodstuffs, find their way across the Mekong, 
travel up half the length of Thailand only finally to 
re-enter Laos in the North in the form of imports. 
This serves to emphasize that the basic inadequacies 
lie not so much in the lack of resources as in 
structural deficiencies such as those in transportation 
and marketing organization. Hence, substantial deve- 
lopment along these lines remains a major task and 
the Government is paying especial attention to the 
construction, renovation and maintenance of road- 
ways. The Agricultural Development Organization for 
its part, has contributed much in terms of distributing 
seeds, fertilizers and insecticides, of setting up ware- 
houses, of selling mechanical equipment such as 
tractors and pumps on credit and especially of the 
purchase of farm surpluses at a minimum price should 
farmers find no market or no better market else- 
where.}83 


133 Mention should also be made of the non-food crops. In the 
last few years, such potential exchange earners as coffee and tobacco 
showed few signs of their potentialities being realized in the near 
future their production levels having remained fairly stable around 
3.5 and 4.0 thousand tons respectively. Of the market crops, cotton 
which is cultivated in the north west, mainly in the province 0 
Sayabouri, seems to have the best commercial prospects as almost the 
entire crop of 1968 was exported to Thailand, Still, because of its 
low level of production its impact on the balance of trade and the rest 
of the economy is minimal, 
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Fisheries. Fish are the major source of protein 
in the Lao diet. Beside the immediate benefit from 
increased food supplies, the development of fisheries 
could provide a rapid increase in protein and, in the 
long run, serve to increase the people’s working 
capacity. 


Since 1966, a growing number of hatcheries have 
been established in Vientiane, Luang Prabang and 
Pakse. Their task is to breed fingerlings for sale to 
fish-raising ponds operated by families, villages and 
other organizations on a self-help basis. Largely 
because of effective demonstrations and good results, 
these ponds are now springing up all over the country 
and, by the early part of 1968, over 100 thousand 
fingerlings had been purchased from the hatcheries; 
it is expected that the sale will go up to 2.5 million 
fingerlings per year plus 50 tons of adult fish which 
could be sold for consumption. 


Forestry. While the production of timber has 
been on a steady rise since the late 1950’s, reaching 
115 thousand cubic meters by 1967, there was a 
dramatic jump in the export of lumber from 1966 
to 1967, for a nine-fold increase in foreign exchange 
earnings from $76 thousand to $669 thousand. The 
increase in timber production was only 60 per cent, 
which suggests that it was external demand which 
provided the stimulus in this case. Since 1964, the 
general trend has been for exports to increase and 
lumber is currently a foreign currency earner second 
only to tin. Positive steps, beginning with a forest 
inventory started in 1968, have therefore been taken 
to control logging in order to insure a more rational 
exploitation of forest resources.!*4 


Industry 


Small industries. There has been hardly any 
significant development in industrial production. 
Industry is limited to brick kilns, sawmills, furniture 
and cabinet-making, handicrafts, cigarettes, matches, 
sandals, soft drinks, and a number of transportation 
and electricity companies. 


In 1968, sawmill production totalled 91,100 cubic 
meters of lumber. Other production included 19 
million packs of cigarettes, 18 million boxes of 
matches, 27 million bricks and 1.7 million pairs of 
rubber slippers and 1.3 million litres of carbonated 
drinks. Electricity output increased from 24.5 million 
kwh in 1967 to 26.2 million kwh in 1968, which was 
mainly for domestic consumption, the requirements of 
industry being met by private individual generators. 


In spite of the relative unimportance of these 
small industries in terms of their contribution to the 
economy as a whole, possibilities exist for their being 
developed into effective producers of import replace- 


134A drastic drop in timber production in 1968 reduced output to 
66.6 thousand cubic meters, the result of a premature wet monsoon. 


ments and even exportables; many of them could 
supplement the broader development of agriculture. 
Thus, the establishment of rice and flour milling, crude 
brown sugar processing, animal feed enrichment, and 
a factory to make use of such by-products as hides, 
horn and blood, for instance, is being seriously 
studied. Feasibility studies are also planned (some 
are already under way) for the development of light 
metal-working industries, the production of agricul- 
tural tools and implements, cotton milling, coffee and 
tea processing, and the manufacturing of veneer and 
plywood. 


Mining. Tin mining has been and remains the 
largest part of the industrial sector and the leading 
export item, accounting for 47 per cent of total exports 
in 1967 when tin production totalled 1,230 tons. This 
was an increase of roughly 80 per cent from 1964 
while its export earnings tripled. There was, how- 
ever, a slight decrease in production to 1,173 tons in 
1968, owing largely to the decline in the tin content 
of the ore, 


Surveys have produced favourable indications 
concerning other mineral potential such as iron ore. 
natural gas, oil and coal. More than 1.1 billion 
tons of iron ore deposits of up to 60-75 per cent of 
metal content have been estimated to exist near Xieng 
Khouang. The military insecurity has, unfortunately, 
prevented further exploratory work.135 


Cement. The present rate of cement consump- 
tion is 30 thousand tons per year, all of which is met 
by imports and the figure is expected to go up con- 
siderably after the completion of the Nam Gnum 
project by 1971. This expected rise in demand seems 
to justify the building of a cement factory, included 
in the twelve major projects outlined in the five- 
year plan. Cement imports place a heavy burden on 
the country’s balance of payments since they incor- 
porate high transport costs. The annual drain is about 
K400 million worth of foreign currency whereas a 
cement plant could produce up to 50 thousand tons 
per year, or the equivalent of K750 million worth of 
imports. Besides, the plant would help to serve 
general development purposes by creating additional 
employment opportunities and stimulating linkages to 
other enterprises and sectors. 


Infrastructure 


Transport. The extreme difficulties of internal 
transport are perhaps the single most serious bottle- 
neck in the economy, responsible for the deep-rooted 
imbalance as characteristically expressed by the 
existence of surpluses of agricultural products in the 


135 There are a number of salt mines in Vientiane province which 
produce several thousand tons per year. Nevertheless, salt has to be 
imported from Thailand to satisfy domestic needs, again largely be- 
cause of poor marketing facilities. USAID contracted in 1967 to buy 
1,200 tons per year from the mines in Ban Keune in order to meet 
part of the urban needs and reduce imports from Thailand. 
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South and rural areas and a chronic excess demand 
in the North and urban areas. Present attempts to 
rectify this anomaly are concentrated on the building 
of new roadways as well as extending and improving 
existing ones, since the navigability of the Mekong 
is already incorporated in the Mekong Project. 


Since 1965, 498 km of roads have been built to 
give the urban and riparian centers access to rural 
areas while 57 bridges have been constructed, rein- 
forced or widened. In 1967, 290 km of new all- 
season roads were constructed and maintenance work 
is performed on at least 2,000 km each year. In 
1965, Route 13 joining Vientiane to Thakhek, 
Savannakhet and Pakse was rebuilt as an all-weather 
road; restoration of its northern portion from 
Vientiane to Luang Prabang was completed in 1968,184 
These road programmes may prove short-lived if the 
military strife continues. Jn 1969 Route 13 was 
damaged, with bridges blown up along its southern 
portion, while the Vientiane—Luang Prabang portion 
was cut by insurgents from July to October. 


The perilous conditions of land transportation 
have. considerably increased the relative importance 
of internal air travel. The number of passengers and 
freight tonnage carried by domestic airlines increased 
by 100 per cent and 115 per cent respectively between 
1964 and 1968. This has led to a rapid development 
of small airstrips, runways and parking aprons, dotted 
all over the country. Meanwhile, the 2,000 metre 
runway at Wattay Airport in Vientiane is being 
extended to 3,000 metres to accommodate inter-contin- 
ental lines. The coss of this project, including the 
improvement of existing facilities at the airport are 
estimated to be K1,000 million, about half of which 
will be defrayed by aid from Japan with the rest 
remaining to be raised. Should the project be 
successfully completed, it would place Laos well in 
the mainstream of world traffic and communications. 


The construction of a road and rail bridge across 
the Mekong, as projected in the five-year plan, should 
serve as a first step in any contemplated development 
of a railroad network in Laos. It would directly link 
Vientiane to Bangkok by rail and would considerably 
reduce transport costs by avoiding the reloading of 
freight from the railhead at Nong Khai in north-east 
Thailand, to the ferry across the Mekong and from 
the ferry at Thanaleng by road to Vientiane. It is 
also anticipated that the direct rail connection might 
reduce the monopolistic truck freight charges through 
Thailand, which at present is Laos’ only access to the 
sea. However, road and rail lines have for some 


136 In 1968, total asphalt roads measured about 620 km, unsurfaced 
roads 1,852 km, Registered private automobiles numbered 14,016, 
of which 10,599 were passenger and 3,417 commercial vehicles, the 
relative shares of the two having remained constant since the early 
1960's. The total number of motor vehicles has more than doubled 
since 1961, 


time existed side by side along the Bangkok-Nong 
Khai portion of this access without the emergence of 
competitive pricing.!87 


Health. Infant mortality has long been the major 
factor responsible for the slow growth of the Lao 
population and labour force. More important, how- 
ever, the capacity of the labour force is impaired by a 
relatively low standard of health caused by deficient 
facilities, general malnutrition and endemic diseases. 
Construction will soon begin on the Mahosot Hospital’s 
Maternal and Child Health Center in Vientiane, sup- 
ported largely by American aid, to be followed by 
other centers in the provinces. As of 1969, there 
were 220 rural dispensaries and four rural hospitals 
with 300 beds. In the cities and towns, hospitals 
numbered seven with 343 beds, staffed by 97 doctors, 
dentists and nurses.!°8 The five-year plan allocates 
K600 million to the construction of a 200-bed hospital 
at Luang Prabang, two centers for the treatment of 


tuberculosis and malaria and a pharmaceutical 
laboratory. 
Education remains a_ pressing problem.1*? 


Attempts have been made to increase the number of 
schools, teachers and student enrolments, but they 
still leave much to be desired. Thus, while the total 
student enrolment increased by 36 per cent from 1965 
to 1968, the total number of registered students stood 
at 207,679 or only 7 per cent of the total population, 
as compared to 17 per cent in Thailand.14° Part of 
the problem is the insufficiency of funds, but the basic 
difficulties are inherent in the education system, which 
poses formidably restrictive hurdles at every level of 
study, yielding a Western-trained few who form the 
country’s elite. The system must also be oriented 
towards technical fields rather than liberal arts. Recent 
developments have been encouraging in this respect; 
student enrolment in secondary schools increased by 
53 per cent from 1965 to 1968 while enrolment in 
technical colleges and in universities rose by 56 per 
cent and 205 per cent respectively; among the returnees 
from abroad, the doctors and engineers increasingly 
outnumber the political scientists. 


Government finance 


The national budget is marked by chronic deficits 
with government revenue usually meeting only 40 per 
cent of expenditure. Although the deficit decreased 


137 Like transport, telecommunications in Laos are in poor condi- 
tion. Four radio stations, a telephone network covering 800 sub- 
scribers and one news-disseminating agency (Lao Photo Press) are 
supported by aid from the United States, the United Kingdom, 
Australia and Germany. A north-south telecommunications network 
is planned, linking district and provincial capitals to Vientiane. 

138 These figures do not include private institutions. 

139In 1962, the illiteracy rate was 72 per cent. See UNESCO 
Regional Office for Education in Asia, Progress of Education in the 
Asian Region: a Statistical Review, Bangkok, 1969. 

140 The comparison is permissible here since the school-age group, 
expressed as a proportion of total population, is roughly the same in 
both countries, about 45 per cent. 
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from fiscal year 1965/66 through 1967/68, the 
1968/69 budget increased it drastically to K9.8 billion 
with revenues totalling K7.0 billion against an expendi- 
ture of K16.8 billion. Over half of the total expendi- 
ture is for defence anc 45 per cent is for public 
administration; less than five per cent is allocated to 
economic development. The development share in 
the 1969-1970 budget is of the order of K800 million 
of which only K400 million is allocated to investment 
in the first year of the five-year plan. Of the total 
investment called for by the five-year plan, only 5.7 
per cent is to be provided by the budget; as much 
as 47 per cent is to be financed by pledged foreign 
aid. Failure to raise the remaining one third will 
require drastic reduction of the planned projects. 


Direct taxes contribute, on the average, less than 
10 per cent to total government receipts. The 
difficulties stem from the lack of a sufficiently organized 
and enforceable income tax system. The widespread 
absence of modern book-keeping practices, the general 
paucity of income records and the existence of a large 
non-monetized sector plagued by military disturbances 
tend at times to paralyze the evaluation and collection 
processes. But the most deep-rooted limiting factor 
is the generally low level of incomes. 


Indirect taxes provide the main source of govern- 
ment revenues and contribute about 85 per cent of 
the total each year. The percentage share of import 
duties in indirect taxes has risen steadily from 67 per 
cent in 1964 to 83 per cent in 1968. Again, the 
major part of import duties accrues from duties on 
gold imports, their share having likewise increased 
from 25 per cent in 1965 to 60 per cent in 1968. In 
1969, gold imports and duties earned on them dropped 
from the previous year’s level despite a reduction in 
the duty rate from 8.5 per cent to 7.5 per cent. 
Meanwhile, considerable potential revenues leaked out 
through smuggled imports and uncontrolled re-exports. 


Foreign Trade 


Although deficits in the balance of trade have 
averaged about 95 per cent of the value of imports 
in the later part of the 1960’s, the trend has been 
for imports to increase less rapidly than exports 
causing the deficit to diminish to 87.2 per cent of 
total imports in 1968.14! Thus, while imports increased 
by 18 per cent from 1966 to 1967, the value of exports 
increased three-fold; in 1968 imports of K12.8 billion 
were 8.5 per cent above 1967 while exports earned 
K1.6 billion, an increase of 55 per cent for the year. 
Most of the increase was, as usual, contributed by tin, 
lumber and green coffee. Lumber, in particular, 
exhibited a phenomenal export growth in the last 
half of the 1960’s. In 1966, its earnings were doubled 


141 According to the Ministry of Planning, this figure should be 
revised downward to 70 per cent because of unrecorded re-exportation 
and uncontrolled exports. 


from the previous year and in 1967 reached K335 
million worth of foreign currency, almost a nine-fold 
increase. At the same time, its share in the total 
value of exports has steadily risen from 6 per cent 
in 1964 to 31 per cent in 1967. 


Despite the generally encouraging signs in the 
export sector, the large and persistent trade deficit 
reflects a number of deep-rooted imbalances in he 
economy. The predominance of subsistence agricul- 
ture and the lack of a sizeable industry, the deficiencies 
of internal transport, defence needs and refugee pro- 
blems, have made the country heavily dependent upon 
imports. On the other hand, the fact of Laos’ being 
landlocked has severely burdened its exports with extra 
transport costs incurred by access to the sea through 
neighbouring countries; this, at present, is confined 
to Thailand as a result of the military. situation in 
Viet-Nam. In contrast to the favourable performance 
of lumber exports, mainly destined for Thailand and 
therefore free of added access costs, the share of tin, 
which is transported by rail from Nong Khai to 
Bangkok where it is transferred to ships bound for 
Malaysia, has declined over the years from 78 per 
cent of total export earnings in 1964 to 47 per cent 
in 1967. 


Table II-2-17. Laos: Balance of trade 
(in thousand kip) 


Deficits as 
Year Imports Exports Deficits per cent of 

imports 
1964 Pere NG;'25,505 213,345 5,910,220 96.5 
196595 °"5" 758933227 240,169 7,653,058 97.0 
1966 . . 10,017,159 357,724 9,659,435 96.4 
1967 . . 11,796,359 1,064,790 10,731,569 91.0 
1968 . . 12,843,000 1,637,990 11,205,010 87.2 


Source: Ministére du Plan, Statistiques essentielles, 1968, p. 12. 


Table II-2-18. Laos: Government revenue 
and expenditure 
(in million kip) 
' 1964-65 1965-66 1966-67 1967-68 1968-69 1969-708 
A. Receipts 4,734 4,721 6,391 7,278 7,000 8,544 


Indirect taxes 2,950 4,076 5,664 6,242 5,800 6,638 
(Customs) (2,016) (3,227) (4,749) (5,249) (4,800) (5,378) 
Direct taxes 189 364 454 573 590 990 
Other 1,595 281 273 463 _ 916 
B. Expenditures 10,315 14,390 15,310 15,984 16,800 17,344 


Military 6,389 8,393 8,345 8,260 — 8,469 
Police TGlE> AGL73 185) 81,164 — 1,203 
Civilian 3,165 4,824 5,780 6,560 — 7,672 
C. Deficit 5,581 9,669 8,919 8,706 9,800 8,800 


Source: Ministére du Plan, Rapport sur la situation économiques 
et financiére 1968-1969. 
* Estimates. 
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Table II-2-19. Laos: Exports by product 
(in thousand kip) 


As per cent 
of total 
Product 1964 1965 1966 1967 ante in 
Tin 165,745 147,266 222,411 497,651 46.7 
Lumber 12,716 19,122 38,138 334,759 31.4 
Green coffee 15,123 11,107 53,708 160,415 15.1 
Benzoin 496 26,845 16,941 24,408 2.3 
Cardamom 2,977 1,200 15,351 10,877 1.0 
Hides 1,417 1,032 — 3,682 0.4 
Sticklac 180 225 — 150 “= 
Other 14,691 33,395 11,175 32,848 Se, 


Total 213,345 240,169 357,724 1,064,790 100.0 


Source: Statistiques essentielles, 1968, p. 14, 


Table II-2-20. Laos: Imports by commodity group 
(in million kip) 


Per cent 
of total 
Commodity group 1964 1965 1966 1967 imports 
in 1967 


Food products 1,875.0 2,557.7 4,137.3 4,525.0 38.4 
Petrol products 837.4 1,081.3 1,381.5 2,371.9 20.1 
Transportequipment 698.5 799.7 1,315.2 1,543.4 13.1 


Machinery 508.7 704.2 833.1 801.3 6.8 
Metals 372.8 434.3 409.7 486.4 43 
Textiles 598.7 7272 5165 4196 3.6 
Chemical products 3745 4123 415.9 406.4 3.4 
Plastic products 169.2 223.6 239.9 390.7 3.3 
Paper ¥55.G0" 4269.8 2585) 13146 2.7 
Other 533.3 683.1 509.6 5372 4.6 

Total 6,123.6 7,893.2 10,017.2 11,796.4 100.0 


Source: Statistique essentielles, 1968, p. 15b. 

Note: Food products include processed food; taking this into 
consideration the value of imported agricultural pro- 
ducts is roughly a third of the total value of imports. 


Stabilization of the kip 


The persistent budgetary deficits, financed 
primarily by loans from the National Bank and by 
foreign assistance in the form of direct cash grants, 
whereby kip were created in direct proportion to the 
dollars received, produced serious inflationary pres- 
sures which came to a head in the late 1950’s and 
early 1960’s. This had lowered the value of the kip 
to the extent that the market exchange rate was three 
times the official rate of K35 to the US dollar in 
1958. A devaluation of the kip to K80 per dollar 
was consequently necessitated but pressures exerted by 
continued budgetary and trade deficits soon caused 
the value of the kip to depreciate further to between 
K300 to K600 per dollar. Another devaluation was 
called for, accompanied this time by more determined 
attempts to stabilize the currency. A dual-rate system 
emerged in 1964 as a result. The official rate of 
K240 per dollar is intended to support and maintain 
the importation of such essential commodities as rice, 
flour, chemicals, textiles, agricultural machinery, 
utility vehicles and petroleum products. This pro- 
gramme is financed by the United States, France, the 
United Kingdom and Australia. A stabilization fund, 
called the Foreign Exchange Operations Fund 


(FEOF), was set up by these countries and joined 
by Japan in 1965. Its specific aim is to stabilize 
the free market rate at K500 per dollar. For this 
purpose, these countries have so far contributed a 
total of $98.1 million. Under these monetary reforms, 
therefore, instead of increasing the money supply in 
direct relation to the dollar grants received, 
Government can absorb kip by the sale of foreign 
exchange under the commodity import programmes 
and the Foreign Exchange Operations Fund and use 
the proceeds to finance the budget deficits, In this 
way, at least the purely monetary aspect of the 
inflationary process is minimized and so far these 
monetary reforms have produced good results. While 
the exchange rate has been stabilized around K500 
per dollar since 1964, the general price level has 
been increasing at an average rate of 11 per cent per 
annum; the money supply has expanded at an average 
rate of 15 per cent per annum. Particularly encourag- 
ing is the fact that the rate of price increase has 
decreased each year from 1965 through 1968, despite 
the increase in the money supply. 


Table II-2-21. Laos: Cost of living index 


Consumer price indices for Lao family in Vietiane, 
Luang Prabang and Suvannakhet 


1964 = 100 
1965 1966 1967 1968 
Mientiang Ae Tk Ca 72925 1283 138.6 1455 


Luang Prabang. . . JIL 1215 140.3 145.3" 
Savannakhet . . . = 120.0 1364 153.6 162,0° 


‘General’ index. . . (1148 128.7 144.1 150.9 
Percentage change from 
year to year. ws 14.8 12.2 11.7 49° 


Source: Adapted from USAID, Statistica? Report 1968, pp. 3-5; 

Statstiques essentielles, 1968, p. 18, 

* First four months. 

» First two months. 

© This figure is obviously an underestimate because of the 
downward bias introduced by (a) and (b). Never 
theless, it corresponds with the figure of 5 per cent far 
Vientiane, 


Table H-2-22. Laos: Money supply 
(in million kip) 
1964 31965 1966 1967 1968 
Currency in 
circulation 6,382.4 8,113.4 9,624.3 10.2601 11,2941 
Bank deposits 820.4 952.9 1,117.6 1,000.0 1,0684 
Total 7,202.8 9,066.3 10,741.9 11,2601 12,3625 


Source: Statistiques essentielles, 1968, p. 9. 


These monetary reforms are essentially stop-gap 
measures supported by foreign aid. Solutions of a 
more permanent nature depend upon whether, with the 
respite provided by foreign assistance, the country can 
soon reduce its military conflict and defence costs. 
Despite the war and the present overwhelming 
difficulties, determined efforts towards progress, modest 
as they are, are detectable in most sectors -of the 
economy. 
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Malaysia 


Although the Malaysian economy grew rapidly 
in 1969, the structural change which occurred was 
the consequence of the more rapid expansion of the 
export sector. Over two fifths of GDP goes into 
exports; a marked upswing in the world market for 
rubber and tin thus elicits an export performance of 
boom proportions. Such a boom occurred in the 
latter half of 1968 and 1969. Export-sector incomes 
increased, government revenues rose, the rate of 
savings was enhanced, foreign assets were accumulated. 
The share of GDP contributed by export production 
rose and, although the contribution of production for 
domestic use also expanded, its rate of growth 
slackened. There was little growth in employment in 
the export sectors, where competition. in world 
markets exerts continuous pressure to reduce produc- 
tion costs; with slackening growth rates in the non- 
export sectors, the backlog of unemployment remained 
and may have continued to increase, though some 
increase in employment has doubtless occurred since 
1967. It is apparent that the export sector fails to 
provide adequate new employment opportunities even 
in boom times. 


Between 1961 and 1967, the share of export pro- 
duction in gross domestic product declined from 
nearly half to just under two fifths. Production for 
domestic use correspondingly increased its share as 
the export share declined. The export ratio increased 
in the boom year of 1965 and rose sharply in 1963 
and 1969. Over the six-year period the export share 
fell by roughly ten percentage points, or about 20 
per cent on the 1961 share. More than half this 
structural change resulted from price changes, mainly 
the decline in export prices. Because Malaysia’s 
export dependency rests almost entirely upon primary 
products, this shift in the structure of production 
would appear to be salutary. In periods of rapid 
export expansion the structural change is reversed, 
however, mainly because of improved export prices; 
supply inelasticities typically inhibit large real effects 
unless the boom is prolonged. 


Disposition of resources 


The indications are that merchandise exports in 
1969 reached an all-time high, perhaps 20 per cent 
greater than 1968. Export volumes of all major 
commodities increased, as did the quantities of several 
minor exports. Prices of rubber were nearly 30 per 
cent above 1968 and tin was up nearly 11 per cent 
for the year. Not only increased export earnings but 
an apparent retardation in the growth of production 
for domestic use resulted in a retrograde structural 
tendency in the economy. To the extent that it 
represents only a temporary phenomenon, such a shift 
is only indirectly deleterious. To the degree, how- 
ever, that investment in the domestic (non-export) 


sector is retarded, the structural change tends to be 
perpetuated. Private capital formation has declined 
since 1967; preliminary estimates indicate that the fall 
in 1969 exceeded that of 1968. (See table JI-2-23). 
The decrease in public capital formation in 1967 was 
more than recovered in the following year; the 
increase in 1969 was small. Since government invest- 
ment accounts for only a third, the reduction in 
private capital formation in 1969 has meant a marginal 
decline in the total. While the export boom of 1965 
engendered the expansion of private investment in the 
following year, a comparable response to the 1968/69 
upswing may well have been delayed by the effects 
of the events of May 1969 on business expectations.'42 
The savings generated by the expansion of exports 
are not readily converted into investment in the private 
sector; there is apparently a lack of integration 
between the export sector and the domestic-use sector. 
Though government provides an offset via taxation 
and public investment, the effect is incomplete and 
occurs with a considerable lag. 


The deceleration in the growth of private con- 
sumption expenditure in 1967 reflects the fall in export 
earnings and is in part reflected in the decline in 
imports. Recovery of both occurred in 1968; for 
1969, however, with export incomes expanding at 
extraordinary rates, the retardation of consumption 
growth requires explanation. In the event, the decline 
in consumer prices by less than two per cent (mainly 
due to foodstuffs) was sufficient to reduce the observed 
rate of consumption outlay at current prices. Public 
consumption expenditure continued to accelerate in 
1969. The slower growth of total consumption expen- 
diture and the decline in investment outlay were 
paralleled by a slight decline in the total value of 
imports. 


Production and exports 


Commodity production!*® in Malaysia accounts 
for more than five eighths of gross domestic product; 
in West Malaysia the share is only slightly smaller. 
Agriculture in turn provides at least half of total 
commodity production in West Malaysia and nearly 
two thirds of commodity production in East Malaysia. 
In both parts of the country, agriculture (including 
forestry) is heavily committed to export, as is the 
mining sector. Although the export of manufactures, 
lumber and plywood in particular, has expanded 
rapidly in recent years, the share of manufactures in 
total exports remains small. 


142 The newly initiated Industrial Trends Surveys conducted by the 
Federal Industrial Development Authority (FIDA) suggest that, while 
industry in general had “largely recovered from the effects of the 
disturbances . .. . business confidence is not yet fully restored, judging 
from a comparison of investment intentions”. 

143 As usea here, commodity production comprises transportation, 
power and other utilities and construction as well as agriculture, 
mining and manufacturing. Estimates are for 1967, at current factor 
cost, 
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Table II-2-23. Malaysia: Resources balance, 1966-1969 
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M$ million (current prices) Annual change (per cent) 


1966 1967 1968 1969P 1963-66 1966-67 1967-68 1968-698 
Gross domestic product at market price 9,660 9,915 10,472 11,549 7.9 2.6 5.6 10.3 
of which: domestic-use sector 5,533 5,930 6,103 6,407 9.9 dhe 2.9 5.0 
Imports” . 3,767 3,736 3,976 3,963 SYy/ =aULS 6.4 = 0:3 
Total supply and use 13,427 13,651 14,448 15,512 6.7 17 5.8 74 
Consumption . 7,557 7,868 8,226 8,551 qe 4.1 4.6 4.0 
Private , 5,817 6,087 6,335 6,536 5.9 4.6 4.1 Siv 
Public . 1,740 1,781 1,891 2,015 13.5 2.4 6.2 6.6 
Investment 1,743 1,798 1,853 1,819 6.0 3.2 =i —1.8 
Private . 1,152 1,236 1,203 1,150 8.7 7.3 Saud, —4.4 
Public . 591 562 650 669 1.5 aa) 15.7 2.9 
Exports” . 4,127 3,985 4,369 5,142 By) ra yy 9.6 Wi 
Gross national product at market price 9,418 9,794 10,361 11,247 7.8 4.0 5.8 8.6 
Savings 
Grossauy. 2.0 aS i eas 1,861 1,926 2,135 2,696 9.3 sD) 10.9 26.3 
Nete” 4. s .c. URE aero nls 75> 1,820 1,992 2,526 12.2 3i/ 9.5 26.8 
Savings/GNP (%) 19.8 19.7 20.6 24.0 
— — -°/GNP (%) 18.6 18.6 19.2 22.5 
Investment/GNP (%) 18.5 18.4 17.9 16.2 
Exports/GDP (%) 42.7 40.2 41.7 44.5 


Source: 
Note: * Revised estimates for 1966-1968; 1969 preliminary. 
» Merchandise and non-factor services. 


© Net of foreign transfers, 


The rates of growth of agricultural production!4 
during 1965-1967 exceeded those in 1960-1965 and 
plan targets for 1966-1970, both for export agriculture 
and for domestic-market commodities. Production of 
major agricultural export commodities (rubber, palm 
oil and kernel, round timber) expanded at even higher 
rates in 1968; estimates for 1969 indicate that the 
production of rubber and palm oil and kernels con- 
tinued to expand at rates higher than 1968 while 
timber production expanded somewhat less rapidly. 
The production of copra increased only slighily in 
1968 and declined in 1969; much the same applies 
to coconut oil. Mediocre performance in copra pro- 
duction was in part a response to unattractive prices 
in export markets; production capacity is being 
rehabilitated, with government assistance, but the 
effects are not yet recognizable in aggregate data. 
By the third quarter of 1969, coconut oil prices had 
been stabilized at a level nearly 25 per cent below 
the peak of the previous year. Domestic demand has 
generally absorbed a greater share of output when 
export prices were low or falling. 


144In physical units. See Malaysia, Mid-Term Review of the First 
Malaysia Plan, 1966-1970 (Kuala Lumpur, 1969), table 3-1, pp. 46- 
47. With some exceptions, data are not available to permit estimation 
of changes in these indices for the years following 1967. 


Statistics Department (appendix to the 1970 Budget). 


Though the supply of several agricultural exports 
is responsive to price, this is less true of the major 
commodities. Timber exports have generally faced 
increasing world prices during the 1960s; production 
and export volumes have responded at rates of 18 
and 20 per cent per year respectively during 1965- 
1968. The output of lumber expanded on average by 
13 per cent annually during this period, while export 
volumes rose by nearly 16 per cent a year. All these 
rates appear to have slackened in 1969. Because of 
the long maturation periods of oil palm and rubber 
trees, supply is generally not responsive to short-term 
variations in price. In view of the emphasis upon 
diversification from rubber into oil palm, price deve- 
lopments have, until very recently, been disappinting; 
by the fourth quarter of 1968 the London price had 
fallen by nearly half from the 1965 peak. The palm 
oil price rose moderately during the first half of 1969 
and by November was quoted in London at £108 per 
ton (bulk, c.if., sellers) compared with £60 a year 
earlier. As a result of several years of extensive new 
planting, palm oil production increased on average 
by more than 20 per cent per year between 1965 
and 1968 and by nearly 30 per cent in the first nine 
months of 1969 (on the corresponding period of 
1968). Export volumes have increased at comparable 
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rates, allowing for variation in stocks. Given the 
competition from other oils and the potential threat 
of synthetic substitutes, a price sustained at the level 
reached by the end of the year is probably not to be 
anticipated. 


The sharp rise in natural rubber prices during 
1968 and 1969 has, with the improvement of tin 
prices, proven to be an unexpected boon to the 
Malaysian economy. Rubber production and export 
volumes have also increased beyond expectations, with 
the result that export earnings have risen greatly. 
Production and exports showed increases of 16 and 
15 per cent over 1968; export volume in 1969 exceeded 
one and one third million tons. At an average export 
price of 68 Malaysian cents per pound in 1969, export 
earnings were 50 per cent above the total for 1968. 


From an annual average price of 70 Malaysian 
cents per pound, (RSS-1, Singapore) in 1965, monthly 
prices fell persistently to reach their lowest point for 
twenty-one years in February 1968. In September 
1967, the Malaysian Government entered the market 
in what appears to have been a successful, though 
temporary, attempt to stabilize the rubber price; the 
exercise was not repeated in early 1968. Prices 
recovered during 1968 and topped 70 cents a pound 
in March 1969. They continued to rise through 
August when the monthly average price for RSS-1 
exceeded 80 cents. The Government is thought to 
have entered the market again in October 1969, 
apparently to attempt to keep the price from slipping 
too rapidly and on the assumption that demand was 
still substantial and would recover shortly. By 
December, the price had become stabilized at about 65 
cents per pound, for an annual average of about 69 
cents, some 30 per cent above the 1968 annual figure. 


The expansion of output both from estates and 
smallholdings is the result of large-scale new planting 
and replanting, much of it with high-yielding material, 
and has occurred in spite of the long-term decline in 
prices. In West Malaysia (which accounts for 95 per 
cent of Malaysian rubber production), smallholder 
output made up 48 per cent of the total in 1969, 
compared with 42 per cent in 1960. 


For technical as well as economic reasons there 
is no clearly discernible response of estate production 
to year-to-year or shorter-term changes in price. 
By contrast, the supply of smallholder rubber appears 
to be price-elastic, though only in periods of rising 
prices. The prospect of continued decline in rubber 
prices in the long term will therefore be accompanied 


145 For example, the innovations in latex collection which sharply 
reduce tapping frequency. See the statement of Enche Mohamed 
Khir Johari, Minister of Commerce and Industry, at the opening of 
the 1969 Planters’ Conference, reported in IRSG, International Rubber 
Digest, October 1969. 

146 Tun Tan Siew Sin, chairman of the Capital Investment Com- 
mittee, quoted in Sfraits Times, 6 September 1969. 


by increased output. If individual operators are to 
survive, their costs must be cut by technical improve- 
ments or by institutional change. Subdivision of 
estates and Federal Land Development Authority 
(FLDA) settler schemes are contrasting examples of 
changes already in progress. Current development in 
tapping methods and chemical stimulation appear to be 
markedly labour-saving,!5 an economic necessity since 
wages on estates are the largest component of prime 
costs. Estate employment has declined fairly per- 
sistently as planted acreage and replanting activity 
have decreased; some redundant estate labour has 
doubtless been absorbed in the smallholder sector, 
particularly in connexion with subdivision. 


Efforts to improve the quality of smallholder 
rubber continue; government agencies have begun to 
establish central processing facilities for the produc- 
tion of  technically-specified Standard Malaysian 
Rubber (SMR) and private enterprise is being 
exhorted to do the same.'4* In 1968, the output of 
SMR furnished less than 8 per cent of total rubber 
production in West Malaysia; the share in 1969 fell 
short of the expected 12 per cent but 20 to 25 per 
cent is foreseen in 1970. 


In an effort to co-ordinate the marketing of 
rubber and to stabilize rubber prices, the Malaysian 
Government has taken the initiative to organize natural 
rubber producing countries. The Association of 
Natural Rubber Producers was established in October 
1967 and a further conference was held in May 1968, 
but no public announcement of a stabilization scheme 
has yet appeared. In July, Indonesia and Malaysia 
agreed to co-operate in marketing and price stabiliza- 
tion of rubber and a number of other common export 
commodities. 


After rubber, the second largest fillip to export 
earnings during 1969 came from exports of tin. Even 
at the beginning of the year the magnitude of price 
increase was unexpected, though the supply position 
vis-a-vis increased world demand led to the stipulation 
of a five per cent increase in export quotas for the 
last quarter of the year. By the September 1969 meet- 
ing of the International Tin Council, Singapore prices 
had risen to M$640 per picul from the low point of 
M$550 a year earlier. Malaysia’s share of the total 
export quota was kept at 47.2 per cent, amounting to 
a curtailment of perhaps five per cent of capacity 
production and some stocks of tin concentrates were 
permitted to accumulate. At the December ITC 
Meeting, export controls were reliquished, formally 
from the first of the year and de facto from early 
December 1960. Sales of some 6,000 tons had been 
made from the buffer stock during the year without 
discernible effect upon prices. With the announce- 
ment of the termination of export controls, the 
Singapore price rose temporarily to over M$700 per 
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picul; with an estimated 5.000 tom temainize im the 
buffer stock and a considerable lap before praducers 
stocks could reach the market. sustamm th: high teve: 
of price could depend upon 2 decision of the American 
General Services Administration to withhold its 
reported 25,000 tons. Depietion of currentiy sccessibie 
deposits has raised Malaysian production COS OVET 
the last several years and, even at ‘the markedly 
increased prices of 1969, the number of mimes Gm 
operation has fallen slightly. Recent off-shore pre=- 
pecting in Malaysian waters indicates that new supulies 
may be made available in the foreseeabic tuture. 


Other exports have, on the whole. been saiisiactar; 


and made a modest contribution to the total expansion 


Production and exports of iron ore rallied moceraten 
in 1969, after a continuous decline aimee JG6S sax 
deposits have become depleted: competition from Ane 
tralian ores in the major Japanese market has mean! 
generally falling prices though there was some 
improvement in 1969. Competition rom other 
producers has contributed to harder amatkets ami! 
somewhat lower prices for tinned -pineappl< exporiz: 
increased output in 1969, however, nas no! decen 
sufficient to increase export earnings. Except tor 
lumber, data are not available to trace the coure: of 
exports of manufactured goods. Indications are that 
veneer and plywood exports have continued ic =xpaus 
rapidly, though the volume is till onal! Drowdi, 
defined, manufactured goods exporis comprised per- 
haps 12 per cent of total export values do: Vr 
Malaysia in 1968. As is emphasmed iy te Mid Leom 
Review, there is considerable poiential for te seen 
facture for export of goods based Upon Gumesin saw 
materials, wood products, rubber products auc tua 
factures using vegetable vile as drpirie. 


Data ane first ine monthe tor the whole 
country and full year for West Malayeie upper 
that gross export values in 19D) wore » Bith io » 

uarter larger than in 1968, for » sola! of aqose Nisens, 
$5,000 million 447 


Production for the domestic nurlet 


The expectation of government Plowawrer dear yews) 
~ physical on A aprioulinca) pers nace ps 
4 DD BVO, Moonee weonsuriliy! 
more rapidly than export production, Voor rsumss 
in 1965-1967 was uneven, however: a Ue Blower of 
1963 it appeared that “lovally produced Or Apis 
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Table II-2-24. Malaysia: Balance of payments, 
1965-1969 


(in million Malaysian dollars) 


1965 1966 1967 1968 19698 
3,752 3,808 3,679 4,064 4,892 


Exports (f.0.b.)” . 


Imports (fio.b.)" 2, . . «33226 3,249 3,202" 3,404 73,350 
Merchandise (net) . . 526 559 477 660 1,542 
Freight, insurance (net)° . 187 19251972 Ota 2 
Travel, other services (net)? —161 —169 —164 —166 —212 
Government, nie, (met) . 225 189 155 145 90 
Non-factor services (net) . —123 —172 —206 —237 —345 
Investment income (net) . —255 —271 —145 —138 —320 
‘Transfers (net) 4.90 9 (Sra 8 1068143 1380 
Brivateu(fet)) i) <1 ace eueml Owes OOP al Seta SO mee 2Oo 
Government (net) . . 137 90 42 37 39 
Current account balance. . 90 10 ale AZ Os 
Long-term capital account . 250 191 241 224 322 
Privaten(net)y <0. ce. lO) “169 Ses 0 Reo lm 0. 
Government (net) . . 100 22 it Sue 72 
Official short-term capital . 116 — 11 —183 — — 
Reserves (— = increase) . —139 167 242 205 D0) 
Officiaitee ht.) cy uc eh ee Oe 4 51 OS inca 
Commercial banks . . —103 Boe LO i> enna: 


Hf ey) SPER, oho. Gg’, 


Errors and omissions® 


Source: Statistics Department. 
® Preliminary estimates. 
» Adjusted. 
“Includes other transportation. 
“Includes non-monetary gold. 
© Includes private short-term capital movement. 


in part offset this drain but their level has diminished 
sharply since 1965 and the end of Singapore’s con- 
tribution to the Federal exchequer.156 


The more important leakage is that of property 
incomes received by non-nationals; this flow of current 
receipts and repatriation of liquidated investments 
waxes and wanes with the fortunes of the export sector, 
by and large, though a minor portion is generated 
by investments in industry.157 Offsetting a part of 
this outflow are receipts of earnings on the country’s 
foreign exchange reserves. 


The current account balance turned surplus in 
1968 after a series of years of deficit broken by 
surpluses in 1965 and 1966. Expectation of a large 
increase in 1969 follows from the magnitude of the 
rise in export earnings.!58 


156 As a result of Singapore’s separation from the Malaysian Federa- 
tion in 1965. 

157 This items includes undistributed profits accruing to non- 
residents; the balancing item appears in the capital account as an 
inflow of foreign direct investment. See Bank Negara Malaysia, 
Quarterly Economic Bulletin, W:1 (March 1969), p. 38. 

158 From 1961 through 1968 the growth of merchandise exports 
slightly exceeded that of imports; this relationship obtains as well 
when non-factor services are included in the comparison. The im- 
portant dynamic factors in the negative current account balances were 
thus the outflow of investment income, the decline in government 
N.i.e. receipts and in government transfer receipts. For a rather 
different emphasis, see ibid., p. 43. 
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“On the whole,” reports an official source, 
“Malaysia’s non-monetary sector’s long-term capital 
account has always been in substantial surplus, 
sufficient to finance whatever deficits . . . have arisen 
and, at the same time, enabled the country to build up 
a sound reserves position and a strong currency.”!°9 
During the 1960s, no discernible trend is shown in 
the long-term (non-monetary) capital account; for the 
1961-1963 period the average annual inflow of long- 
term capital was greater than during any comparable 
later period. There have been, however, structural 
changes of some significance. On a net basis, private 
long-tem capital inflow!® has declined during the 
1960s, in both absolute and relative terms. The share 
of private capital in total net capital inflow had fallen 
in 1967-1969 to five ninths, from a share of four fifths 
in 1961-1963 and two thirds in 1964-1966. The official 
explanation for the decline in the net inflow of private 
long-term capital cites the climacteric in the develop- 
ment of the traditional export industries, rubber and 
tin, the repatriation of some British plantation invest- 
ment after 1966 and “the fact that substantial foreign 
investment in the industrial sector has already been 
made.”161 


Official long-term capital has more than doubled 
over the period. Market loans increased in relative 
importance (on a gross basis) in the years 1965-1967 
and again in 1969. 


Savings and investment 


The ratio of savings to GNP for Malaysia has 
been relatively high (see table []-2-23) at about one 
fifth of GNP in recent years. The ratio is reduced 
appreciably when net transfers to the rest of the world 
are excluded. It is apparent that the rate of savings 
tends to fluctuate with the performance of the export 
sector. As noted earlier, investment income payments 
to abroad vary in similar fashion. Investment as a 
share of GNP has declined persistently for several 
years, from a high of 19.7 per cent in 1962 to 16.2 
per cent in 1969 (preliminary estimate). Investment 
expenditure appears no longer to respond to any great 
extent to the fortunes of the export sector, in part 
because of the not inconsiderable policy-determined 
share of investment outlay, but perhaps more 
importantly because of the apparent climacteric in 
the traditional export-oriented sectors of economic 
activity. 


The Mid-Term Review speaks of the necessary 
changes which will “ultimately break the link between 
private investment and year to year changes in 
exports.” (pp. 26-27) It would appear that the 


159 Ibid., p. 45. 

160 A substantial portion of this figure is comprised of ploughed- 
back profits, generally in the same or related economic activity; hence 
the direct link between export performance and investment. Jbid., 
pp. 38, 44. 

161 Loe, cit. 
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rupture has become a fait accompli. What is not 
yet clear, however, is that new links have been forged 
which will ensure that private savings and investment 
will be generated from other sectors of activity. It is 
precisely this challenge which is the purpose of the 
newly constituted Capital Investment Committee under 
the new industrialization policy. 


It is clear that the new policy emphasis upon 
protection and import substitution along lines mapped 
out by the planners may have considerable attractive- 
ness. It will take time, however, to develop viable 
industries; with reasonable success, the process should 
become cumulative. To do so, the new industries must 
be capable of generating meaningful surpluses for 
re-investment, ploughing back profits into the business 
as has been done in the plantations and mines in 
the past. In this way, the generation of savings 
becomes linked with the growth of investment oppor- 
tunities. When the next development plan is drawn 
up, the new planning framework may have to be 
adapted to this requirement, rather than the old 
parameters which depend so heavily upon the con- 
tinued expansion of earnings from primary products 
exports.162 


Money, finance and prices 


The export boom has had salutary effects on the 
central government budget; increases in revenue 
collections during the first nine months of 1969 ran 
more than 13 per cent higher than in the previous 
year. Income tax collections (on 1968 incomes) 
and export taxes on rubber accounted for the bulk of 
the increase. With continued high prices for rubber 
and tin, it is likely that ordinary revenue will con- 
siderably exceed budget estimates. Recurrent expendi- 
ture for the first three quarters was marginally greater 
than in 1968 but well below budget estimates. Expen- 
diture for development purposes was, in turn, far 
below budget estimates and 1968 outlays. The 
anticipated over-all deficit was therefore markedly 
reduced. It appears that development expenditure 
rose sharply during the fourth quarter. Doubtless 
recurrent expenditure increased as well, in large part 
due to increased spending on defence and security as 
the withdrawal of British forces proceeds.16? The 
over-all deficit was financed solely by borrowing, 
mainly from domestic sources. Some 40 per cent of 
gross borrowing went into official reserves. 


Another major effect of the improvement in 
Malaysia’s balance of payments position during the 
export boom of 1968/69 is seen in its influence upon 


162 For an evaluation of current plan orientation, see Lee Soo Ann, 
“Financial Planning of Investment in Malaysia”, Malayan Economic 
Review, XIV:1 (April 1969), pp. 49-64. 

163 One supplementary budget appropriation of M$22 million allo- 
cated to defence and security was announced in December. This 
raises marginally the 20 per cent share of this item in the aggregate 
budget. See Straits Times, 24 December 1969. 


money supply and private sector liquidity. The 
decline in the supply of money which began in 1967 
continued through the first half of 1968. From mid- 
year, money supply increased sharply and continued 
to rise at a lower rate during the first nine months 
of 1969. In part offsetting the expansionary effect of 
the foreign sector, negative changes in net claims of 
the banking system on both the public and the private 
sectors occurred during the five quarters ending 
September 1969. The substantial increase in fixed and 
savings deposits was mainly responsible for the 
reduction in net claims on the private sector, and the 
liquidity of that sector increased quite considerably 
in this period. 


Loans and advances have continued to increase, 
though at slower rates, possibly as a reflection of the 
improved financial position of the private sector, in 
turn the result of the export boom.1*4 A high degree 
of liquidity has also characterized the position of the 
banking system. Bank holdings of Treasury bills and 
government securities have risen substantially during 
the boom period. Investment by the banks in long- 
term government securities has been encouraged by the 
1968 regulation requiring the banks to maintain at 
least 50 per cent of their savings liabilities in either 
housing loans or such securities. As a precautionary 
measure, because of the high degree of bank liquidity, 
the central bank stipulated an increase in the reserve 
ratio from 33 per cent to 5 per cent of total deposits, 


effective from 16 July 1969.16 


Malaysia has enjoyed domestic price stability for 
many years, in large part because of the openness of 
the economy and the Government’s cautious fiscal and 
monetary policies, intended to ensure the continued 
competitiveness of its exports in world markets. 
Import prices, particularly of rice, have caused some 
fluctuation in domestic price levels during the last 
few years and some consumer prices have risen in 
response to increased excises and import duties. The 
retail price index for West Malaysia rose by four per 
cent in the export-recession year of 1967, mainly due 
to increased food prices. In 1968, the general retail 
price level rose insignificantly and declined in 1969 
by something more than one per cent, again almost 
entirely the effect of falling food prices, chiefly rice. 


The marked rise in the prices of major exports 
during the current boom, concomitant with the decline 
in domestic prices, cannot but have raised significantly 


164 See Bank Negara Malaysia, Ouarterly Economic Bulletin, 11:2 
(June 1969), p. 102. Among the major sectors in the classification of 
loans and advances, only manufacturing shows an increase in the rate 
of expansion of borrowing between the years ending in June 1968 and 
June 1969; when borrowing by rubber products manufacturers and 
tin smelters is excluded, there is no increase in the rate. (See table 
1.8, p. 146). 

165 Jbid., p. 107. 
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the internal market terms of trade.'®* Although the 
estimates are necessarily crude, the suggested relation: 
ship is consistent with the decline of private invest- 
ment and the probable slackening of growth in pro- 
duction for domestic use. The improvement in the 
internal terms of trade for exports vis-a-vis the rest of 
the economy would suggest, in relative terms, a 
retardation in the growth of incomes in non-export 
sectors, Any lag in the diffusion through the economy 
of the rapidly rising export-sector incomes would 
reinforce such a tendency; the apparent failure of 
export-generated profits to be invested in the economy 
at large will contribute to the retardation, An increase 
in investment income payments to abroad as a result 
of increased export earnings, contributes as well. 


Unemployment and development policy 


The disturbances of May 1969 drew attention to 
the failure to generate adequate opportunities for the 
employment of the growing labour force. The fact 
that unemployment was increasing was already 
acknowledged in the budget speech of January 1969, 
In June, the National Operations Council, established 
under the Emergency Regulations, announced its new 
industrial development strategy, marking a distinct 
change of emphasis in its focus upon the unemploy- 
ment problem and the need for rapid industrial deve- 
lopment. The unemployment problem was succinetly 
described in the 1969 budget speech: 


Provisional results from a sample survey 
conducted during the period June 1967/May 1968 
suggested that the rate of unemployment in West 
Malaysia, expressed as a percentage of the labour 
force, was 6.8 per cent compared with 6 per 
cent in 1962 when the first nation-wide survey 
was carried out. The highest incidence was in 
the age groups 15 to 19 and 20 to 24 where 
current unemployment rates were as high as 26 
per cent and 14 per cent respectively... The 
rate of unemployment in the rural areas was 5.4 
per cent compared with 5 per cent in 1962. In 
urban areas, the rate of unemployment is 
particularly high. The recent survey of six major 
urban areas in West Malaysia indicated that the 
unempolyment rate in such areas was 11.2 per 


166 Price indices for exports, inyperts and the external terms of trade 
are available through 1967 for West Malaysia only, A rough estimate 
of the change in export prices, based on six major exports and 1968 
export value weights, shows a decline of perhaps 8 per cent in export 
prices in that year and a rise of as much as 15 per cent in 1969, 
Import prices may well have declined marginally in both years, 
moderating the decline in the external terms of trade in 1968 and 
reinforcing its increase in 1969, Although imports of rice account 
for an approximate 5 per cent of total retained imports, the sharp fall 
in the price of rice in the latter part of 1968 and 1969 must have had 
a discernible effect on the import price index, If so, this helps to 
explain the decline in the total value of imports during 1969, 
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cent in 1968 compared with 9.6 per cent in 
1962.16" 


The new industrial development strategy clearly 
reflects a sense of urgency and promises an intensifica- 
tion of government efforts.'®8 In addition to its new 
emphasis on the creation of employment opportunities 
in labour-intensive industries, the new strategy pro- 
poses to encourage industrial development in the less- 
developed sections of the country and in economically 
depressed areas. The newly established National 
Corporation is designed to encourage Malay participa- 
tion in commerce and industry. An accelerated 
programme of industrial training is to be instituted 
and efforts are being made to improve the co-operation 
between the central government and those of the states 
and between the government and the private sector. 
A “second front” in this new strategy emphasizes the 
intensification of land development to absorb 
unemployment and continued efforts for the diversi- 
fication of agriculture. 


A Capital Investment Committee has been 
established as the organization responsible for the 
co-ordination of activities under the new strategy.'® 
The Committee’s terms of reference include the 
review of current policies and programmes of 
industrial development for the purpose of co-ordination 
and integration at state and national levels; the 
identification of development priorities and formula- 
tion of policy guide-lines and incentive measures, and 
the direction of implementation of development policy 
in collaboration with government departments and 
state governments.!7 The Committee has taken the 
initiative in collaboration through visits of its members 
to interested private business groups in various parts 
of the country.!7 


The process of specific investment promotion 
involves not only the identification of potentially 
viable industries, on the basis of pre-investment 
studies, but also the stipulation of specific incentives 
(tax concessions, tariff protection and export incen- 
tives) available to entrepreneurs who are interested 
in establishing enterprises in the selected lines. The 
intention of the Government is to intensify the process 
of import substitution and to encourage a higher 


10? Malaysia, Ministry of Information, “The 1969 Budget” (9 Janu- 
ary 1969), Subsequently, a government statement cited a 6.6 per cent 
unemployment rate in 1967 and a figure of 200,000 unemployed in 
1968 or 1969, See Malaysian Digest, 1:8 (14 October 1969), Tun 
Tan Siew Sin, 

168 See Malaysia, 4 New Industrial Development Strategy (Kuala 
Lumpur, July 1969), 

16° Under the chairmanship of the Minister with Special Functions, 
previously Minister of Finance, the Committee includes the Ministers 
of Commerce and Industry, National and Rural Development, Lands 
and Mines and the Assistant Minister of Finance, assisted by senior 
officials from several departments and other government bodies con- 
cerned with development. 

170 Tdid., pr 8. 

11 Jdid., pp. 911, See also Capital Investment Committee, “Pro- 
gress Report... . as at 31 December 1969" (mimeo., Kuala Lumpur), 
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degree of processing of primary products for export. 
To this end, tariffs and quota restrictions are being 
increased for selected imports and taxes will be 
imposed on unprocessed export products. 


Implementation of the new approach has already 
begun. With the selection based on the list of feasible 
industries and commodities compiled by the Federal 
Industrial Development Authority (FIDA), additional 
industries or products eligible for the inducements 
included in the 1968 Investment Incentives Act were 
announced in September. This selection represents 
processing of domestic raw materials, most importantly 
timber. Also in September, new or increased import 
duties were imposed on a score of commodities, 
including processed foods, rubber products, metal 
products, pumps and internal combustion engines, 
telephone apparatus, toys and small craft.172 Pro- 
ducers of these items will also be considered for other 
inducements under the Act; the duties will be reviewed 
after a reasonable length of time, presumably to 
permit assessment of their effectiveness. In December, 
announcement was made of a further list of industries 
and products proposed for eligibility for income tax 
exemption, investment tax credit, and/or export 
incentives. Represented in this group are chemicals, 
paper, metal, rubber and non-metallic mineral 
products, motor vehicle parts,!’? radio equipment, 
electrical apparatus and appliances, watches and clocks, 
and canned sea-food. Similarly derived from the list 
of FIDA recommendations, the bulk of these appear 
to be import substitutes while a few may be intended 
primarily for export. 


Regulation of labour. The decision to launch a new 
and aggressive campaign for industrial development 
has been followed by complementary measures relating 
to labour and industrial relations. These include 
the revision of the law relating to labour organization 
and industrial relations, regulation of the eligibility 
of aliens to obtain and continue gainful employment 
in Malaysia and the creation or expansion of institu- 
tions which increase employment opportunities directly. 


172 Effective rates of protection appear to be high on some products 
in the list currently being produced in Malaysia, for which ayailable 
data permit an estimate of the rate of duty on value added: on choco- 
late confectionery, nearly 500 per cent; canned fruit, 300 per cent; 
biscuits, 250 to 300 per cent; furniture, 70 to 200 per cent; bolts and 
nuts, 70 per cent; builder’s hardware (hasps, hinges, etc.), 50 per cent, 
and for small ships, 50 per cent. Allowance for duties on imported 
inputs has not been possible, hence the rate of duty on value added 
exceeds the effective rate of protection to some extent. For produc- 
tion data: Department of Statistics, Survey of Manufacturing Industries 
in West Malaysia, 1967. 

173 Malaysia has in the last two or three years established an auto- 
motive assembly industry, consisting of eight establishments, to supply 
an estimated annual demand for 24,000 passenger and commercial 
vehicles and 30,000 scooters and cycles. By mid-1969 an investment 
of M$45 million in facilities to produce motor vehicle components 
topped the nearly M$40 million investment in assembly operations. 
FIDA has identified sixty-six specific automotive components con- 
sidered feasible for domestic manufacture. Legislation is being draft- 
ed to require an increasing proportion of domestically manufactured 
content in the assembled vehicles, to be encouraged by tax penalties. 
See New Industrial Strategy, op. cit., pp. 19-20. 


In October, the changes in the law of industrial 
relations were announced as having been “designed to 
maintain a manageable labour force, attract new 
investment and create more employment opportuni- 
ties,””174 


Work permits. A more direct attack on the unemploy- 
ment problem has been mounted by attempting to 
shift its incidence. New regulations issued in late 
August stipulated that non-citizens must register for 
work permits. Withdrawal on technical grounds of 
citizenship papers held by approximately 250,000 
persons was announced in early November. These 
measures were subsequently modified, however, to 
facilitate the granting of citizenship to persons born 
in Malaysia and to allow auotmatic renewal of work 
permits to those who had applied for citizenship. 
Termination of non-renewable permits was postponed 
and non-citizens were allowed to retain their jobs 
if there were no Malaysian citizens to fill them. 


Direct absorption of unemployed youth, to 
number 3,000 at the start, was coupled with the 
intention to develop both discipline and skills in the 
National Youth Development Corps. 


New directions 


The Mid-Term Review of the First Malaysia Plan 
and the Investment Incentives Act of 1968 show clear 
signs of an incipient shift in emphasis in Malaysian 
development policy. This shift is confirmed and rein- 
forced by the new industrial development strategy of 
1969, Inequality in income levels, social amenities 
and educational opportunities remain and are still the 
focus of government policy. In large part these 
disparities reflect regional and sectoral differences in 
economic development. Since the disturbances of 
May 1909, the inequality implied by large-scale urban 
unemployment has attracted official recognition; the 
new sense of urgency in attacking this problem has 
given rise to the new industrial development policy. 
In it the attack on urban unemployment through 
industrialization is linked with the necessity to create 
employment opportunities in rural towns as well. The 
other major emphasis, land development, resettlement 
and the diversification of agriculture, has much longer 
antecedents in Malayan planning. 


The export boom of 1968/69 has made easier 
the task of redirection and reorganization of planning 
and policy. The political expedient of creating the 
National Operations Council has provided the vehicle 
for the reorientation of policy. The first steps have 
been resolutely taken, but much remains to be done. 
The new course of import substitution and the promo- 
tion of manufacturing for export will require a new 
modus vivendi, particularly in relation to the private 


174 See Malaysian Digest, 1:8 (14 October 1969) and Malaysia, 
Government Gazette, vol. 13, No. 21, Acts Supplement No. 68 (9 
October 1969), P.U. (A) 406-409, 


182 


sector. The framework for co-operation is rapidly 
being established, but effective co-operation, with the 
Government in unchallenged control of the direction 
of development, will require new and definitive 
measures. Under the new industrial strategy the 
Government “will take the initiative in industrialization 
and, if necessary, will participate in the establishment 
of industries.”1"5 The examples of China (Taiwan) 
and the Republic of Korea demonstrate that the state 
can do so without sacrificing the predominance of 
private capitalism. Despite relatively high average per 
capita incomes, the Malaysian market is limited and 
industrial resources are not abundant. It is therefore 
important for Malaysia to work together with neigh- 
bouring countries for mutual advantage in economic 
affairs. It may be hoped that economic arrangements 
within the Association of South East Asian Nations 
will develop as an important part of the growing 
movement towards regional co-operation. 


Nepal 
Introduction and summary 


Notwithstanding geographical difficulties, Nepal 
has made notable strides in economic development 
since 1956 when development efforts were initiated in 
a plan framework. ‘The first plan period (1956-1961) 
was marked by the high priority given to education 
and health; implementation of infrastructural projects 
was given somewhat lower priority. The second plan 
(1962-1964) and the third plan (1965-1970) were 
broader in scope and investment in infrastructure was 
pursued vigorously, along with the development of 
productive sectors. The third plan was revised in 
September 1968 in the light of experience gained in 
the first three years of the plan period. The revision 
entailed some downward adjustments of targets 
although the basic objectives and priorities were 
retained. Nepal is on the eve of its fourth plan (1970- 
1975) which lays particular emphasis on improving 
the agricultural sector together with the development 


of power, transport, industry, tourism and overseas 
trade. © 


In the absence of adequate statistics, estimates of 
national income can only be in terms of probable 
order of magnitudes. GDP at current prices for the 
years 1964/65, 1965/66, 1966/67 and 1967/68 are 
placed at N Rs 5,883 million, N Rs 6,805 million 
N Rs 6,384 million and N Rs 7,664 million respec- 
tively. At constant prices, GDP was estimated to 
have increased by 6.8 per cent during the three-year 
period. As population growth is in the range of 
2 to 2.4 per cent per annum, growth in per capita 
income in hardly perceptible. With a population of 
some 11 million, per capital income may amount to 


about N Rs 750. 


175 Tun Abdul Razak in A New Industrial Strategy, op. cit., p. 3. 
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In 1965, a long-term perspective was established 
and a target set for doubling the national income in 
fifteen years. On the assumption of a 2.4 per cent 
annual growth in population over the period 1970- 
1980, that would result in a 62 per cent increase in 
per capita income by 1980. The fourth plan (1970- 
1975) envisages a growth rate of 4 per cent in GDP. 
If the target for 1980 is to be achieved, subsequent 
plan periods should be geared to an accelerated 
growth rate. 


In spite of the impressive progress such as that 
in road building and construction of irrigating canals 
and power plants, coupled with significant industrial 
development and agricultural growth, Nepal is faced 
with a number of problems, many of which can be 
traced to its unfavourable geographical position and 
topographical structure. The Government, therefore, 
is called upon to play a major role, together with 
foreign aid, to ensure the success of economic develop- 
ment targets. An assessment of Nepal’s achievements 
and future problems should therefore be done in the 
light of the physical obstacles which confront Nepal’s 
planners. 


The ability of the Government to raise taxes is 
limited by geographical considerations. Nepal’s ability 
to derive the full rate of revenue from international 
trade taxes is hampered by the length of its border 
with neighbouring countries and the difficulties 
encountered in checking and taxing the movement of 
goods across the border. High import taxes, as 
experienced during 1966-1968 to support the new 
exchange rate, only made for increased and large-scale 
evasion. Also, many areas in Nepal are in virtual 
isolation from the central Government and an effort 
to tax such areas would not be commensurate with 
the yields expected. 


Secondly, the low per capita income, coupled 
with the non-monetized character of a large part of 
the economy, renders mobilization of tax revenues 
harder. As a result, public investment expenditure has 
largely been met by foreign aid sources, committed to 
specific projects. This does not make for the ideal 
pattern of public investment expenditure. 


Other problems arise from Nepal’s being a land- 
locked country. Diversification of trade, by com- 
modity as well as in direction, therefore occupies a 
prominent place in Nepal’s current economic policy. 
To the north, Nepal borders on China and, to the 
south, on India. In practice, however, trade with 
the People’s Republic of China (except the border 
trade with Tibet), is conducted though Calcutta as 
it takes at least twenty days to transport goods from 
Tibet to commercial centres. To the southwest, Nepal 
is separated from East Pakistan by a small stretch of 
Indian territory. Although an agreement has been 


' 
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signed between Nepal and Pakistan on trade and 
transit, it has so far not been implemented and Nepal’s 
trade with the outside world is conducted exclusively 
through Calcutta. 


Yet another constraint on development in Nepal 
is the fact that the hills in central Nepal and the 
mountains in the north occupy about 75 per cent of 
the area where two thirds of the population live. Until 
1956 practically no roads existed in this area. In 
the hills, infrastructure means footpaths and suspen- 
sion bridges. Thus transportation costs remain pro- 
hibitively high, hampering economic development. 
The Tribhuwan rajpath, which links Kathmandu with 
the Indian border and was built with Indian aid, 
was completed in that year. Since then, a road link- 
ing Kathmandu with Kodari on the Chinese border 
has been built with Chinese aid. 


The density of population in the hills is almost 
five times that of the terai and terracing is common 
even on the steepest mountain sides. Intensification 
of agriculture under those conditions is difficult to 
achieve, and mechanization, even in the simplest sense, 
can be ruled out.. The reason for the low density 
in the terai is that, until the malaria eradication 
programmes became effective, large areas in this part 
of the country were virtually uninhabitable. Mean- 
while, population pressure in the hilly region is 
mounting, as the population grows at an annual rate 
of over 2 per cent and the average cultivable area 
per farm-family is only 0.55 ha. 


Agricultural development also suffers from 
another, unexpected threat. Nepal has a sizable 
surplus of rice which it exports to India. If India 
achieves success in its foodgrains self-sufficiency pro- 
gramme, this may effect Nepal’s exports of rice. 
Diversifying agricultural exports to third countries 
presents problems of transit and transport costs. 


The Government’s attempts to encourage import- 
substituting as well as export-promoting industries 
have been promising. However, the problems of 
transportation, lack of skills and difficulties in export- 
ing are hampering faster growth. In infrastructure 
development, the problem is that of lack of subsequent 
ancillary investment to utilize the completed projects 


fully. 


Nepal’s foreign exchange reserves have been 
increasing during the last few years and stood at about 
US$77.8 million in mid-July 1969. This was partly 
due to the increase in exports, encouraged by the 
foreign exchange entitlement scheme. According to 
available data, Nepal’s debt service burden will not 
be as serious as in other developing countries of the 
region, because, so far, Nepal has made very little 
use of foreign loans. Debt service in 1969 was only 
$1.8 million. In 1970 it will be $1.3 million, but 
after that it will not rise beyond $700,000 a year. 


Nepal is increasing its efforts to mobilize domestic 
resources for development. However, it should be 
noted that while Government recurrent expenditure 
has grown at an estimated 12 per cent annually, 
normal growth of revenue has not exceeded six per 
cent per year. Private investment activities in agricul- 
ture and industry are encouraged by the Government. 
The experiment in compulsory savings in agriculture 
had to be suspended this year because of administra- 
tive difficulties. 


Agriculture 


Although agricultural production showed an 
upward trend during the first four years of the 
current five-year plan, the growth rate has not come 
up to expectations. The current five-year plan (1965- 
1970) has set a target of 15 per cent increase for food- 
grains production and 75 per cent for cash crop 
production. The actual percentage increase over the 
first four years of the plan are 9 and 27 per cent 
respectively. Agricultural commodities make up the 
majority of Nepalese exports. Rice accounts for over 
50 per cent of exports and price increases in India 
in the past have been a major source of increasing 
incomes in Nepal. Rice production has increased 
irregularly during the current plan period: 1965/66: 
2,207 thousand tons; 1966/67: 2,007 thousand tons 
1967/68: 2,217 thousand tons and 1968/69: 2,315 
thousand tons.176 Wheat production rose from 175 
thousand tons in 1965/66 to 290 thousand tons in 
1968/69 (preliminary estimates). Thus, although 
there are signs of a breakthrough in wheat production, 
especially in the Kathmandu valley and some districts 
of the eastern terai, rice production, which accounts 
for 65 per cent of total foodgrains, did not experience 
a significant breakthrough and in 1968/69 was only 
5.2 per cent above that of the first year of the current 
plan. 


Nepal’s main export, rice, is threatened on two 
counts. One is the increasing success of India’s food- 
grains production drive (although, at the time of 
writing, India’s success has been mainly confined to 
wheat production whereas rice production has not 
yet improved significantly over 1964/65). Secondly, 
domestic production of rice is not increasing fast 
enough and, on a per capita basis, growth in produc- 
tion did not match growth in population. What is 
needed is the diffusion of the “Green Revolution” in 
Nepal as well as the easy flow of rice within Nepal 
itself, especially between the rice-surplus and _rice- 
deficit districts. In the mountain area, mechanization 
is ruled out, as even the use of bullocks is precluded 
by the steepness of the land. Land preparation and 
other necessary operations are done by human labour 
using hand tools. As the third plan recognized, the 


176 Data supplied by the Nepalese authorities. 
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mountain regions and the hills should concentrate on 
animal husbandry, fruits and vegetables, while the 
terai should be the main producer of foodgrains and 
cash crops.!"" 


Recently the Ministry of Land Reform was 
established as a separate ministry (previously, it was 
a unit under the Ministry of Land Reform, Food 
and Agriculture), The Ministry of Land Reform 
administers the implementation of the Land Reorgani- 
zation Act of 1962, which specifies the ceiling on net 
cropland for individuals, varying acccording to the 
region from 16 ha in the terai to 4.1 in the mountains 
and 2.8 hectares in the Kathmandu valley, 


An interesting feature of the Land Reorganisza- 
tion Act is the institution of compulsory savings. 
Under this system the farmer must deposit 86 kg of 
foodgrains or 58 rupees per ha (the absentee land- 
lord pays 38 rupees and the tenant 20 rupees. These 
deposits are collected by the village panchayats and 
deposited with the Land Reform Savings Corporation 
where they earn 5 per cent interest. After five years, 
deposits will be refunded in cash or in government 
bonds or Agricultural Bank shares. The Agricultural 
Bank was established in January 1968. 


Because of administrative difficulties and, in some 
cases, lack of storage space, about 47 per cent of com- 
pulsory savings had not been collected up to 1967/68. 
In mid-April 1969, the savings system was suspended 
awaiting the completion of a new accounting system 
that would avoid shortcomings in implementation. 


The increase in the supply of fertilizers and 
improved seeds has not had any large-scale effect on 
rice production, but wheat production, has increased 
significantly in recent years. Although the supply of 
fertilizers increased in 1968, the consumption of 
fertilizers rose from practically zero to only 0.6 kg per 
ha. Considering that, for most traditional varieties, 
fertilizer response only starts to fall off at about 40 
or 50 kg of nitrogen per ha and, for high-yielding 
varieties, the response increases more steeply and does 
not begin to fall off until 100 kg or more, Nepal has 
a significant potential to exploit through increased 


12? Third Five-Year Plan, p. 27. 
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fertilizer inputs.\78 With a view to modernizing 
agriculture, efforts were made to increase the use of 
fertilizers, improved seeds and modern equipment. 


Not more than half of the reported reclaimable 
waste land can be converted into new cultivated land, 
most of it will be more suitable for pasture, The 
Land Resettlement Company of the Government, 
however, has successfully transformed some forest 
land in the terai into cropland and distributed the 
land to eligible farmers migrating from the densely 
populated hilly regions. 


Industrial policy and production 


The promotion of industrial production is more 
difficult in Nepal than in other countries because of 
high internal transport costs and few known mineral 
and other basic resources. Other inhibiting factors 
are insufficient supply of managerial skills and skilled 
labour and a limited domestic market. In some cases, 
high domestic production costs make its products less 
competitive in international trade, 


In order to encourage industrial development, 
the Nepal Industrial Development Corporation was 
set up in 1959 with two main objectives: to provide 
equity and loan capital for industrial firms and to 
provide general promotional services for industrial 
development. Direct loans outstanding were Rs 34.4 
million in mid-July 1967 rising to Rs 35 million in 
mid-April 1969, Most loans were granted to the hotel 
industry, followed by sugar, transportation, jute, 
printing and light engineering. Apart from granting 
loans, the NIDC itself invests in industrial develop- 
ment, such as the establishment of industrial estates. 


Nepal's industrial policy is moving towards selec- 
tivity. The Government now encourages the establish- 
ment of industries using domestic raw materials, in 
preference to those using foreign materials. To this 
end, an Industrial Enterprises Act (amendment) was 
passed in 1969 providing for the classification of 
industries into four categories, A, B, C, D according 
to their priority scale, with category A obtaining 
the best promotional privileges. 


V8 RAO, State of Food and Agriculture, 1967, p. 83. 


Table 11-2-25. Nepal; Production of principal industries, 1962/63 to 1968/69 


1962 /63 
A ee A es Re RRS OAR ILE 
Super (OS) <. vec, “SRE. SME enero 1,922 
Cigarettes (million units) 2... 0. 1 237 
Matches (1,000 boxes gross) =. ww 1 gg 390 
Textiles including synthetic (1,000 yards). 6 


Stainless steel utensils (toms) . 6. kk, — 


Sotce: Ministry of Industry and Commerce Nepal. 


1963/64 1964/65 1905/66 1966/67 1967 /68 1968/69 
16,587 19,035 —-:17,603 12,386 12,179 3,429 
1,609 7,300 9,912 4,410 3,27 9,656° 
303 4\4 636 954 1,150 1,027" 
380 361 444 465 424 261 
124 1,093 1421 2,305 2,739 2,783" 
_ _ 232 381 738 2,032° 


* Data for eight months, In the case of jute, the data relate to only one of the wo mills, 


© Data for nine months, 
© Data for seven months, 
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Category A includes industries which produce 
import-substitute or exportable goods and basic indus- 
tries, such as cement, fertilizers and agricultural 
implements. Category B encompasses tourism and 
cottage industries. Category C includes several 
processing industries, such as ghee and bristle, while 
Category D consists of industries that import raw 
materials with convertible foreign exchange and export 
finished goods. 


In spite of the fact that industries in category 
D receive the lowest form of privileges under the 
act, such industries have apparently flourished in the 
last few years and their products found such a ready 
market in India that India has had to impose 
quantitative restrictions on their importation. Nepal 
has now agreed to stabilize production of these 
commodities and restrict their export to India to the 
level of 1967/68. Nepalese manufacturers have com- 
plained that the limitation was set far below production 
capacities. 


Industries in category D were encouraged by the 
import entitlement scheme which, in effect, instituted 
a dual exchange rate.!”® Import entitlements carry a 
premium of as much as 100 per cent because of the 
possibility of re-exporting imported commodities to 
India, often after a token amount of processing has 
been done, as in the case of synthetic fibres and stain- 
less steel utensils. The rapid growth in production 
of these goods is shown in table II-2-25. In 1968/69, 
uncertainties with regard to the revision of the treaty 
with India in 1970 depressed the production of these 
commodities, 


It is obvious that Nepal’s comparative advantage 
in manufacturing such commodities lies mainly in its 
having a more liberal foreign exchange scheme than 
that prevailing in India. These problems require to be 
solved in the interest of regional co-operation in that 
area, since all trade, except a small amount of border 
trade with Tibet, has to pass through India. 


Category B industries are also growing fast. In 
the first nine months of 1969, the number of tourists 
was 41 per cent higher than in the same period of 
the previous year, excluding Indian and Pakistani 
nationals. Foreign exchange income from tourism 
has increased from an average 5 per cent of total 
invisible receipts in the period 1962-1965 to 12.5 
per cent in 1966-1968, 


The most successful among the import-substitution 
industries are sugar refining and tobacco processing. 
Appropriate tariffs and more effective control over 
unreported trade would assist the important textile 
industry for domestic consumption and, in turn, 


179 See section on International Trade for the working of this 
system, 


improve Nepal’s trade balance. Another possibility 
for import substitution is cement and a cement factory 
is being considered. 


Among industries based on domestic raw 
materials but mainly producing for export, the jute 
industry is the most important but is beset with 
problems. Output of jute goods in 1966/67 fell to 
12,191 tons or a full 30 per cent less than in the 
previous year, and remained at the same level in 
1968/69. Complete data for the 1968/69 fiscal year 
are not available yet but indications are that the 
industry is not yet out of its difficulties. The Nepal 
Rashtra Bank has formed a committee to conduct a 
detailed survey of the marketing and financing of the 
jute industry. In order to encourage the indusry, 
the Government has increased the percentage of import 
entitlement bonus on foreign exchange earnings from 
the export of jute goods to 55 per cent in the case 
of hessian and 65 per cent for gunny bags, from 
the previous 45 per cent in both cases, Other 
important industries include the rapidly growing 
forest-based industry, grain milling, animal products, 
and some minerals, although surveys: undertaken in 
this field have not been very promising. Forest- 
based industries, such as plywood, paper and paper- 
board, are being considered in addition to timber 
and sleepers which are already exported to India. 


Infrastructure. The one field in industrial deve- 
lopment in which Nepal has a distinctive advantage 
is the availability of potential cheap power in vast 
quantities. The Karnali Project, for instance, has a 
potential capacity of 1.8 million kW, compared with 
present generation capacity in Nepal of about 25,000 
kW. This project could be developed to the mutual 
advantage of Nepal and India. Electric power generat- 
ing capacity is to be expanded to 51,000 kW by the 
end of the plan period. 


Nepal has made remarkable progress in road- 
building, especially. because of the availability of 
foreign aid (mostly grants) from the People’s Republic 
of China, India, the USSR, the United Kingdom and 
other countries. Before the beginning of the first five- 
year plan in 1956 there were only 624 km of roads 
in the entire kingdom, of which 368 km were fair- 
weather roads. During the third plan (1965 to 1970), 
a total of 1,604 km of roads is expected to be built, 
including 720 km of all-weather roads. 


In the south, a highway is being built from 
Mechi in the east to Adhawar in the west; it is 
expected that this highway will be about half completed 
by the end of the third plan. To complement the 
east-west highway, several penetration roads will be 
built from the north to the south; two of these roads 
have now been completed. 


186 


Part Two. Current Economic Developments 


es 


An unique feature of aid for road-building 
provided by the People’s Republic of China is the 
method of financing the local costs. A wide array 
of consumer goods is supplied to Nepal on a grant 
basis and these goods are sold in Nepal by the 
Government’s National Trading Company. Proceeds 
from the sales are then used to finance the wages 
and other local costs of aid projects. 


The rapid development of roads needs to be 
accompanied by a similar programme for feeder roads 
and ancillary programmes for developing agriculture 
are needed to reap the full benefits of road construc- 
tion. 


The same problem exists in irrigation. The large 
irrigation projects which have been implemented need 
ancillary investment for their full utilization, but it 
is rather difficult to induce aid-givers (most aid comes 
in the form of grants) to invest in less glamorous 
projects, such as feeder roads or follow-up water 
management programmes. Furthermore, there has 
not been enough private industry to take advantage 
of the power projects being built by the Government 
and the Government itself may have to take a more 
active part in the industrialization process. 


International trade and the balance of payments 


Nepal’s import and export trade is predominantly 
with India. However, as trade with India is not fully 
recorded, and even the recorded trade returns come 
in very late, estimates of India’s share of the total 
trade vary, but it is generally believed to be around 
90 per-cent. Nepalese exports to third countries have 
grown at a rapid pace, from about $3.2 million in 
1965/66 to $8.9 million (or about NRs 89 million) 
in 1967/68. Imports from third countries, as officially 
recorded, are US$7.2 million (or about NRs 72 
million) in 1967/68. 


In the fiscal year 1968/1969, exports to countries 
other than India during the first two quarters were 
$5.92 million. At an annual rate of $11.84 million, 
this is 33 per cent above that of the previous year. 
Imports of goods from countries other than India, 
were $3.37 million. At an annual rate of $6.74 
million, this was 7 per cent lower than the previous 
year’s rate. Nepal’s external reserves have therefore 
been accumulating rapidly. Total external reserves 
(gold and foreign exchange reserves) increased from 
NRs 463 million at mid-December 1967, to NRs 778 
million’ at mid-July 1969, (about US$77.8 million). 
Taking only convertible foreign exchange reserves and 
gold, the figure in the same period rose from NRs 
399 million to NRs 586 million (or about $58.6 
million), equivalent to about eight years of imports 
from countries other than India. 


Foreign aid (defined to include only grants) is 
expanding rapidly: in 1969/70 the country expects a 
total of NRs 329.3 million, compared with NRs 214.2 


million received in the previous year. India heads 
the list with NRs 166.3 million, but since 1968/69, the 
People’s Republic of China has replaced the United 
States as the second largest donor. These countries 
will provide NRs 76.7 million and NRs 66.6 million 


respectively. 


Nepal’s total external debt, which includes private 
supplier’s credit and debt repayable in Indian currency 
and Nepalese rupees, amounts to only $4.74 million; 
including undisbursed aid, it is $7.1 million. Of the 
disbursed figure, the Indian rupee debt (including 
that received from USAID and from the Government 
of India) was $2 million.18¢ 


Exports to third countries have been artificially 
expanded, and are also indirectly dependent on Nepal’s 
exports to India. The reason for rapid expansion of 
such exports lies in the import entitlement scheme 
introduced in 1962/63. The import entitlement is 
non-negotiable and is divided into two parts; 60 per 
cent can be spent without restriction and the other 40 
per cent may only be spent on development goods. 
In practice, however, the list of development goods 
is so large that the difference between the two becomes 
rather academical. Most of the “free” import entitle- 
ment is used to obtain high-value goods, such as 
cameras and watches. Even the other 40 per cent 
can be spent on goods such as stainless steel and 
synthetic fibres. 


Nepal has explored the possibility of exporting 
via East Pakistan from which it is separated by a 
narrow strip of the Indian state of West Bengal. In 
January 1963, Nepal concluded an agreement with 
Pakistan on transit rights through Pakistani territory. 
A railroad from East Pakistan, through Radhikapur 
in West Bengal, ends at a Nepalese railhead on the 
border, but the question of transit rights on this 
railroad has yet to be settled between Nepal and India. 


Prices and the money supply 


Over the period from July 1968 to July 1969, the 
money supply rose from N Rs 617.8 to N Rs 723.7 
million, an increase of 17 per cent. This compares 
with an annual rate of increase of 11.4 per cent 
between 1965 and 1968. The proportion of demand 
deposits in total money supply remained at the same 
level as in 1965, at about one third. This probably 
reflects the increasing monetization of the rural areas 
which use more currency than demand deposits and 
a lower growth in credits to enterprises which utilize 
banking facilities. As commercial banks increased 
their interest rates on deposits in 1966, fixed and 
savings deposits increased significantly, but commercial 
bank loans did not increase proportionately. As a 
result, commercial banks invested their surplus funds 
in government bonds. 


180 Official Nepalese sources. 
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In June 1966, Nepal Rashtra Bank holdings of 
Indian currency were N Rs 240 million but with 
the devaluation of the Indian rupee, they automatically 
dropped to N Rs. 153 million. As Nepal did not 
devalue immediately, there was an_ initial price 
advantage for Indian commodities, despite the high 
tariffs in Nepal on such goods. By November 1967, 
Indian rupee holdings fell further to N Rs. 41 million 
and free convertibility was threatened. On 11 
December 1967, the Nepalese rupee was devalued by 
24.75 per cent and, since then, the downward trend 
in holdings of Indian currency has been reversed. 
The devaluation of the Nepalese rupee was accom- 
panied by the removal of additional surcharges on 
various import items which were levied after the 
Indian devaluation; consequently, smuggling activities 
have declined. Holdings of gold and other foreign 
currencies of the Central Bank also increased steadily 
after devaluation. In January 1969, holdings of 
Indian currency with the Nepal Rashtra Bank (at the 
new exchange rate) were back to about N Rs 120 
million. 


Savings and fixed deposits have experienced a 
rapid upward trend. In March 1969, such deposits 
amounted to N Rs 132.9 million, compared with a 
level of only N Rs 90.9 million in March 1968. The 
Government is taking measures to utilize the banking 
system to centralize the savings efforts being made 
in various other institutions. Thirty-four bank offices 
are planned for all districts which lack banking 
facilities. A Banking Development Fund has been 
established financed by profits set aside by the Rashtra 
Bank and commercial banks, to meet the initial losses 
expected during the first three years from the 
establishment of branches in unprofitable localities. 


It is noticeable that the people are increasingly 
interested in savings in the form of government 
development bonds. The Government started floating 
development bonds in 1963/1964 when it issued N Rs 
13 million worth of bonds bearing 6 per cent interest 
and maturing in five years. During 1967/68 and 
1968/69, there were new issues of long-term bonds, 
amounting to N Rs 10 million and N Rs 20 million 
respectively, and, by March 1969, these bonds were 
almost fully subscribed. 


During 1968/69, the price level seems to have 
remained stable and the unweighted national price 
index reached 147.75 (base 1961/62=100) at the 
end of the third quarter as compared with 147.81 at 
the same time in the previous year. In fact, during 
the period there was a decrease of 20 per cent in the 
price of foodgrains and of 27 per cent in the price 
of pulses and declines in other food prices as well. 
Only commodities purchased from India, such as 
kerosene and cotton, experienced an upward movement 
in prices. Price increases varied from region to 
region, rising fastest in the terai and slowest in the 


hills. 


The Government budget and the five-year plan 


On 30 June 1969, the budget for the fiscal year 
mid-July 1969/mid-July 1970 was presented to the 
Rastriya Panchayat (national assembly). Fiscal year 
1969/1970 is the last year of the third five-year plan 
and a considerable increase is envisaged in the deve- 
lopment budget. 


Table [I-2-26 shows the trend in expenditure and 
sources of finance. Most conspicuous is the projected 
jump in development expenditures which is to increase 
by 55.1 per cent in 1969/70 compared with an increase 
of 39.5 per cent in the previous year. Expenditure 
on economic services will go up considerably, by 57.7 
per cent. Several factors account for this large 
increase. One is the considerable boost in infrastruc- 
tural development to be financed by foreign grants 
which, as table 26 shows, will increase by 53.7 per 
cent in 1969/70, after having increased by a signi- 
ficant 35.5 per cent in the previous year. Another 
factor accounting for the large rise is the desire to 
meet the financial targets of the plan. 


Table II-2-25. Nepal: Summary of expenditure and 
sources of financing, 1967/68, 1968/69 and 1969/70 


(in thousands of Nepalese rupees) 


1967 /68 1968 /69 1969/70 
Revised 
Actuals estimate Estimate 
Expenditure 

Total expenditure . 461,972 593,726 840,959 
Regular . 180,789 201,500 232,750 
Development 281,183 392,226 608,209 

Sources of financing 
Revenue 325,979 400,194 442,266 
Existing sources . . == — 427,966 


Tax proposals . . . — ca 14,300 


Foreign grants 158,114 214,245 329,274 
Surplus or deficit (—) . . 22,121 20,713 69,419 
Other sources 

Foreign loans . 6) Ce — :_— 12,521 

Internalloans. . . « 10,000 19,600 20,000 


—40,313 36,898 
Souree; Budget Speech for the fiscal year 1969/1970. 


Cash balance (surplus = —) —32,121 


The table shows an expected over-all cash deficit 
of N Rs 37 million, after accounting for an internal 
loan of N Rs 20 million to be floated during the 
year. The cash deficit will be met from accumulated 
cash reserves, as the last two years showed a combined 
budget surplus of N Rs 73 million. The relative 
price stability, as measured by the unweighted price 
index, has probably prompted this bold decision. It 
should be noted that ordinary revenue sources are 
to yield only N Rs 428 million and the additional 
revenue of N Rs 14 million will be met from new tax 
proposals. 
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In the development budget, expenditure on road- 
building is to rise by 44 per cent as the construction 
of several priority roads will be expedited. Expendi- 
ture on aviation will rise from N Rs 3 million to 
N Rs 35 million; the increase is mainly for the 
purchase of aircraft and the extension of a runway 
and navigational aids at Tribhuwan airport to boost 
tourism. Expenditure on agriculture will also increase 
by N Rs 31.7 million (or 142.8 per cent), mainly for 
the implementation of special irrigation projects, addi- 
tional grants to the Agricultural Supply Corporation, 
and share participation in the Agricultural Develop- 
ment Bank. A 124.6 per cent increase in electricity 
expenditure, or N Rs 30.4 million, is primarily for 
the Sunkosi Project and for the operation of the 
Trisuli Project at full capacity. 


Of the total development budget of N Rs 608.2 
million, foreign aid (grants and loans) will finance 
N Rs 341.8 million, or 56 per cent, compared with 
54.6 per cent in previous years. In 1969/70, the 
Government will therefore be called upon to finance 
the balance of N Rs 266.4 million, an increase of 
N Rs 127.6 million, or 60 per cent, over the previous 
year. 


Government revenue, on the other hand, shows 
an inflexible character. Last year’s large increase 
was caused mainly by an increase in customs receipts. 
Income taxes are still very low, and were only N Rs 
14.7 million in 1968/69, projected to increase to N Rs 
16.2 million in the 1969/70 fiscal year. This con- 
stitutes only about 3.5 per cent of the total revenue. 
It should be noted that Nepalese tax rates are compar- 
able with those of other countries and there is limited 
scope for further tax rate changes. 


A major source of tax revenue is land taxes 
which were N Rs 86 million in 1968/69 but will rise 
only to N Rs 86.5 million in 1969/70 and account 
for about 25 per cent of the total revenue. A new 
land tax structure will probably be introduced in the 
fourth plan. Studies have already been made on this 
subject. 


At present, a major source of revenue remains 
untapped, as the numerous government enterprises 
which are supposed to contribute to the government 
budget fail to do so. Lack of managerial skills and, 
in the case of utilities, lack of a policy of full-cost 
pricing, are the main reasons for this failure. When 
their managerial skills and pricing systems are 
improved, these enterprises will provide an additional 
source of revenue for the Government. 


Pakistan 


Pakistan entered the final year of its third five- 
year plan in July 1969, after achieving a growth rate 
of 5.2 per cent in gross national product (GNP) in 
the plan year 1968/69. Although this growth rate 


was well below and record performance of 7.5 per 
cent of the preceding year, it was higher than the 
average growth rate of 1965/66 and 1966/67. The 
slowing down in the growth rate is not unexpected 
because agriculture accounts for almost half of GNP 
and the phenomenal increase in agricultural produc- 
tion of 1967/68 could not be repeated. In addition, 
abnormal floods in East Pakistan severely damaged 
the agricultural production of that region. The 
annual plan for 1969/70 has set the target growth rate 
of GNP at 6.5 per cent. If this rate is achieved, the 
average annual growth rate of GNP over the third 
plan period will be close to 6 per cent. 


In respect of relative growth rates in the two 
wings of the country, provisional estimates indicate 
a growth rate of 6.8 per cent 1968/69 in West 
Pakistan, principally due to satisfactory progress in 
agriculture. In East Pakistan, the growth rate was 
only 2.6 per cent (as against 8.6 per cent in the 
preceding year), the main reason being the destruc- 
tion of crops by floods. The annual plan for 1969/70 
aims at a growth rate of 7 per cent in East Pakistan 
and a growth rate of 6 per cent in West Pakistan. 


GNP in 1968/69 is valued at Rs 51 billion (at 
constant factor cost of 1950-60). With an estimated 
population of 125 million, the per capita gross income 
is placed at Rs 408 ($85). The increase in per capita 
gross income over the preceding year is shown at 2.3 
per cent, on the basis of the increase in population 
at 2.7 per cent. In respect of the two regions, current 
West Pakistan per capita gross income is about Rs 500, 
and that in East Pakistan, about Rs 300. 


Over the four-year period 1965-1969, the increase 
in real consumption is estimated at 20 per cent. 
Adjusting for a 12 jer cent increase in population 
over the period, per capita consumption rose by 8 
per cent, that is, a little less than 2 per cent per 
annum. The increases in income and consumption, 
however, tended to be unevenly distributed between 
regions and income groups. 


There are substantial iricrease in production 
of major crops in West Pakistan. A_ large 
proportion of this increase was consumed at the 
farm and some of the benefit was passed on to 
the urban consumers in the form of lower prices 
of foodgrains during the last two years. How- 
ever, scarcities of other items of urban consump- 
tion had developed during the period which led 
to increase in their price. The urban consumers, 
particularly in the fixed middle income groups, 
experienced a squeeze in their consumption. In 
East Pakistan the growth in income was much 
lower and there was continuous shortage of food- 
grains. There was therefore little increase in per 
capita consumption in that region.!8! 


181 Government of Pakistan, Planning Commission, Annual Plan 
1969/70. 
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Chapter II. 


Fixed investment, as a proportion of GNP, 
declined from 14.1 per cent in 1967/68 to 13.3 per 
cent in 1968/69. Public sector development expendi- 
ture in 1968/69 is provisionally estimated at Rs 4,937 
million (as against the annual plan target of Rs 5,700 
million), which suggests a modest rise over the figure 
of Rs 4,690 million in the preceding year. The 
reduced flow of external assistance and inadequate 
domestic resources for development together account 
for the low rate of fixed capital formation. Whereas 
the expectation of external assistance was of the 
order of Rs 2,580 million, the actual amount avail- 
able and utilized is placed at Rs 2,410 million (49 
per cent of total expenditure). In respect of domestic 
resources, shortfalls appeared in the anticipated excise 
and sales taxation receipts owing to the slower pace 
of expansion in industrial production. Flood relief in 
East Pakistan, the price support programme, subsidies 
of foodgrains, and increases in the salaries of govern- 
ment employees, were the major factors necessitating 
a significant expansion of current expenditure. As a 
result, the combined current revenue surplus is 
estimated at Rs 2,261 million in 1968/69 as against 
Rs 2,363 million in the preceding year. The annual 
plan for 1969/70, however, aims at a public sector 
development programme of Rs 5,300 million, that is, 
an 8 per cent increase over the year 1968/69, with 
the expectation of foreign resources financing 44 per 
cent of the total. The combined current revenue 
surplus is expected to rise to Rs 2,562 million as a 
result of vigorous additional tax efforts, in spite of a 
sizeable expansion in non-development expenditure. 


The total public sector development expenditure 
in 1968/69 was Rs 4.9 billion, with East Pakistan 
accounting for 55 per cent and West Pakistan for 45 
per cent. The annual plan for 1969/70 envisages 
a total expenditure of Ks 5 billion with 53 per cent 
in East Pakistan and 47 per cent in West Pakistan. 


Fixed capital formation in private private sector 
showed a modest increase from Rs 4,472 million in 
1967/68 to Rs 4,562 million in 1968/69 at current 
prices, an increase of 2 per cent as against the annual 
plan target of 10 per cent. 


The developments during the year, however, 
adversely affected the climate for private invest- 
ment in the country. The disturbed conditions 
during November-March period culiminating in 
considerable labour unrest in March probably 
slowed down the pace of work on existing projects 
besides affecting new investment decisions in the 
economy. Apart from these abnormal factors, 
it appears that the availability of loanable funds 
with the credit institutions—both foreign exchange 
and rupee resources—was inadequate to sustain 
the planned increase in the level of private 
investment.1®2 
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In respect of relative growth rates of private 
sector investment in the two wings, West Pakistan 
private investment in 1968/69 was Rs 3,368 million 
as against Rs 3,317 million in 1967/68, and that of 
East Pakistan, Rs 1,153 million as against Rs 1,111 
million. As to the relative shares of the two wings 
in total private investment, West Pakistan accounted 
for 74 per cent and East Pakistan 26 per cent. 


The Government of Pakistan is currently engaged 
in implementing a series of measures aimed at 
improving labour-management relations and guaran- 
teeing minimum wages, allowing a freer flow of 
imported raw materials, enlarging credit supplies to 
the private sector, and evolving an_ incentive 
mechanism for selective investment. 


The performance of exports in 1968/69 was 
encouraging, with the recorded export receipts of the 
first nine months showing a 14 per cent increase over 
the corresponding period of the preceding year. 
Indications were that the year as a whole would show 
an increase of 10 per cent. The increase in export 
earnings envisaged for 1969/70 is of the same order 
as the previous year. Imports in 1968/69 showed an 
increase of 6.5 per cent over the preceding year, with 
non-project assistance utilized principally for the 
import of agricultural inputs. 


Over the decade, the economy has progressed 
considerably towards diversification in the composition 
of GNP, with the share of agriculture declining from 
53.3 per cent in 1959/60 to 45.5 per cent in 1968/69 
and that of industry moving up from 9.5 per cent to 
12.1 per cent. 


Agriculture 


Whereas the over-all growth rate of the agricul- 
tural sector in 1968/69 was 3 per cent (2.1 per cent 
for major crops only), the aggregate increase resulted 
from counter-balancing changes in the two wings of 
the country. 


West Pakistan produced 6.8 million tons of wheat 
and 2.1 million tons of rice in 1968/69, registering 
an increase of 8 per cent and 40 per cent respectively 
over the preceding year. The increase in the yield 
of wheat per acre was 7 per cent (as against 32 per 
cent in the previous year); but the improvement in 
yield in respect of rice was striking, recording an 
increase of 35 per cent over the preceding year. This 
was mainly caused by the extension of the area under 
the IRRI varieties whose yields are three times those 
of local varieties.183 The annual plan for 1969/70 
set a target of 7 million tons of wheat and 2.3 million 
tons of rice. The wheat target has been more recently 


183 Yields of International Rice Research Institute (IRRI) varieties 
were reported to be 33.38 maunds per acre as against 11.38 maunds 
for local varieties in 1967/68. 
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revised to 7.5 million tons, with perceptible trends of 
increased wheat consumption following the implemen- 
tation of minimum wage policies. 


The combined effects of intensive use of fertilizer, 
improved seeds, and expansion of tubewell irrigation, 
brought about through Government support and 
incentives since early 1967, have transformed West 
Pakistan from a deficit to a surplus region in terms 
of foodgrains. The region is close to achieving the 
revised self-sufficiency target of 7.5 million tons of 
wheat set for 1970, and has already surpassed the 2 
million tons target set for rice. The area under 
mexi-pak wheat rose from 2.4 million acres in 1967/68 
to 6 million acres in 1968/69 and is expected to 
extend over an area of some 10 million acres, 
essentially under irrigated conditions, in the near 
future. These developments appear to assure that 
West Pakistan will be able to maintain self-sufficiency 
in foodgrains even in years of unfavourable weather, 
and afford export surpluses in normal years. 


The rapid response of the farmers to the incen- 
tives, the speedy adaptation of new agricultural 
practices with full comprehension of lasting benefits, 
and the substantial gains in agricultural incomes have 
already led the Government to review its policies in 
respect of incentives (which involve sizeable budgetary 
expenditure), and investigate the possibilities for 
mobilizing rural savings. When the Foodgrains Self- 
Sufficiency Programme began early in 1967, the incen- 
tives included a support price of Rs 17 per maund for 
wheat and Rs 19 and upwards per maund for rice, a 
subsidy of about 35 per cent for fertilizers and 75 
per cent for plant protection, exemption from duty 
on imported agricultural machinery and concessionary 
rates for the use of water and power. As the yield 
per acre of mexi-pak wheat, during 1967/68, was 
registered at 25.8 maunds as against 9.02 maunds for 
the local variety, and the area under mexi-pak wheat 
is expanding at a fast pace, there is little doubt about 
the rapid rise of agricultural incomes in West Pakistan. 


The 1969/70 budget has levied a 5 per cent 
customs duty and sales tax at a standard rate on 
imported agricultural machinery and implements, and 
water and power rates have been raised. However, 
policies have yet to be crystallized in respect of the 
gradual withdrawal of support prices and subsidies for 
inputs. 


Although the wheat and rice surpluses of West 
Pakistan will be absorbed by the eastern wing for 
some years to come, and increases in the export of 
fine rice can be expected to continue, the main areas 
for future agricultural development tend to lie in 
maize, cotton and oilseeds. Currently, maize is 
cultivated over an area of 15 million acres and the 
production is 700,000 tons. Hybrid varieties account 
for just under 30 per cent of the total acreage. It is 
estimated that with half the acreage under hybrid 


varieties, maize production could be doubled provided 
there is an assured water supply. Cotton production 
has increased in the past four years from 2.01 million 
tons to 2.96 million tons, with improvement in yields 
from 2.7 maunds to 3.3 maunds per acre. Exports 
of cotton have risen from Rs 287 million in 1964/65 
to Rs 442 million in 1967/68, and cotton manufactures 
from Rs 189 million to Rs 417 million. As yields are 
improving, it appears that an extension of cotton 
cultivation would be highly rewarding. Currently, 
Pakistan is importing about half of its edible oil 
requirements (mainly under PL480). The Govern- 
ment’s objects of self-sufficiency in this regard should 
result in a substantial expansion of oilseeds production, 
which is 250,000 tons at present. 


In East Pakistan the damage done to rice and 
jute crops by floods in 1968/69 was so severe that 
there was a decline in value added in the agricultural 
sector by 0.5 per cent from the preceding year. 
Production of rice fell from 10.99 million tons to 10.90 
million tons, and jute maintained the past year’s level 
at 5.90 million bales. Production of rice has been 
almost stagnant over the past six years, with the basic 
Aman crop showing no change, and the Aus crop, 
which accounts for one quarter of total production, 
showing only a slightly upward trend, subject to 
annual variations. Only the Boro (winter) crop has 
shown significant growth from 0.51 million tons in 
1963/64 to 1.35 million tons in 1968/69 at an average 
annual rate of 18.6 per cent. The Government is 
vigorously pursuing its efforts to expand winter irriga- 
tion through the use of low-lift pumps and tubewells. 
Over the year 1968/69, 20,000 mobile lift pumps were 
brought into service with each pump set to irrigate 
an average 50 acres of land. An additional 40,000 
pump sets are expected to go into operation in 
1969/70. The Thana irrigation schemes under rural 
public works are also expected to intensify their 
sinkings of tubewells. Apart from difficult natural 
factors, the generally small-sized holdings and limited 
financial resources of the farmers have been respon- 
sible for the rather slow spread of improved agricul- 
tural practices. The distribution of fertilizers over 
the first ten months of 1968/69 amounted to only 
81,000 nutrient tons as against the target of 175,000 
tons. However, the Government expects to distribute 
135,000 tons in 1969/70. 


The annual plan for 1969/70 envisages an 
increase in rice production to 12.3 million tons, and 
an increase in jute to 7 million bales. The increase 
in rice production of the order of 12.8 per cent is 
visualized on the expectation that natural conditions 
will be normal and Boro production will rise by one 
third over the 1968/69 level. The chief task in East 
Pakistan is to increase agricultural production as 
rapidly as possible, even before the floods which occur 
almost every year can be reduced to manageable pro- 
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portions. The main hope appears to lie in the success 
of current experimentation in introducing monsoon 
varieties from IRRI that can withstand floods. 


Industry 


Industrial production witnessed a growth rate of 
6 per cent in 1968/69 with growth in large-scale 
manufacturing at 7.6 per cent (as against the annual 
plan targets of 8.2 per cent and 10.5 per cent 
respectively) ; the corresponding growth rates were 
6.2 per cent and 7.4 per cent in West Pakistan and 
5.7 per cent and 7.6 per cent in East Pakistan. 


The short falls in the realization of expected 
growth rates appear to have been caused by a com- 
bination of factors: principally, the reduction in the 
inflow of imported industrial materials and spare 
parts, the policy of selective expansion of industrial 
capacity, and the labour unrest and strikes which were 
responsible for the loss of 8 to 10 working days in 
the year. 


Sugar production in 1968/69, at 384,000 tons, 
registered an increase of 18 per cent over the preced- 
ing year. However, with the estimated decline in 
sugar production from 91,000 tons to 58,000 tons in 
Kast Pakistan, the increase has been affected wholly 
in West Pakistan where sizeable additional capacity 
is being installed. The expectations are that, in 
1969/70, West Pakistan production of sugar will 
reach 450,000 tons (well above the third plan target 
of 410,000 tons) and reduce the dependence on sugar 
imports that has been necessary for the last two 
years. The utilization of the capacity will depend, 
however, on the success with which sugarcane produc- 
tion is expanded and supplies flow in to the mills. 
Recent experience appears to suggest that the supplies 
are largely governed by the interaction of the free 
market prices for refined and coarse sugar. 


Jute manufactures in 1968/69, at 52,400 tons, 
recorded an increase of 6.7 per cent, a rate lower 
than expected, partly attributed to the disruption of 
power supply that was caused by a torando, Produc- 
tion in 1969/70, however, is expected to rise by 50 
per cent over the preceding year, with a higher rate 
of unit export earnings consequent to the recent shift 
in favour of larger hessian production and additional 
installation of broad looms. Cotton textiles, at 776 
million yards, registered only slight progress in 1968- 
1969 but the industry is fully meeting domestic 
demands and earning foreign exchange well above 
its own requirements for expansion and the Govern- 
ment is therefore giving special attention to the sub- 
stantial enlargement of the industry in 1969/70. 
Phenomenal expansion was witnessed in textiles of 
man-made fibres, with a rise in production from 74 
million square yards in 1967/68 to 124 million square 
yards in 1968/69, an increase of over two thirds. 


Further growth may pose some problems because of 
the heavy dependence on imported raw materials. 
Paper and board production, at 114,000 tons in 
1968/69, rose by 9.4 per cent and is expected to 
reach 200,000 tons in 1969/70, Nitrogenous fertilizer 
production should witness a substantial expansion in 
1969/70 with the completion of new facilities and 
reach 1.3 million tons (ammonium sulphate), as 
against 404,000 tons in 1967/68. 


Over the third plan period, Pakistan has made 
significant beginnings in the capital goods manufactur- 
ing sector, with the establishment of Chittagong steel 
mill and assembling units for locomotives, wagons, 
trucks and buses. Production capacity of Chittagong 
steel mill is expected to reach 250,000 tons in 1970. 
That year should also mark the completion of assembly 
units for machine tools and diesel engines with 
imported components and the operation of certain 
electrical engineering industries. The heavy engineer- 
ing complex being set up at Taxila with the collabora- 
tion of the People’s Republic of China is expected 
to start its trial production. 


The annual plan for 1969/70 has set a target 
of 10 per cent growth rate in the manufacturing 
sector, with an acceleration in the growth rate of 
large-scale manufacturing to 12 per cent, rates 
significantly higher than the actual performance in 
1968/69. The strategy is to concentrate on a 
relatively small number of key industries that account 
for a large part of the increase in industrial produc- 
tion and utilize to better advantage the installed 
industrial capacity. 


The crucial element in realizing these rates of 
growth is the availability of imported industrial 
materials in adequate quantities, in view of the fact 
that even industries essentially based on domestic raw 
materials have a sizeable import component. An 
estimate of the import requirements for full utilization 
of the capacity existing at the end of 1966 indicated 
that, out of a total Rs 2.3 billion imports of industrial 
materials, Rs 1.3 billion was needed for predominantly 
domestically-based industries. A working group 
examining the import requirements for increasing 
industrial production by 12 per cent in 1969/70 
estimated “that the total import bill in current prices 
for the entire manufacturing sector works out at Rs 
2,475 million out of which approximately 2,000 million 
will be required for the large-scale manufacturing in 
the private sector’,184 


Monetary developments and the price situation 


Although the rate of growth in GNP was lower 
in 1968/69, monetary expansion during the year was 
much faster than in 1967/68, with monetary assets 


184 Annual Plan, 1969/70. 
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increasing by 9.6 per cent as against 7.1 per cent 
in the previous year. The rise took place largely 
in the form of currency in circulation which increased 
sharply by Rs 898 million to Rs 6,783 million. The 
expansion of currency in circulation reflects the rise 
in money incomes in rural areas where currency is 
still the dominant form of holding monetary assets. 


The main expansionary influence came from the 
government and foreign sectors which expanded by 
Rs 1,279 million and Rs 600 million respectively, the 
domestic private sector accounting only for Rs 131 
million. 


Bank credit to the government sector rose by 
Rs 287 million to Rs 1,174 million in 1968/69, 
whereas credit to the private sector fell by Rs 874 
million to Rs 8,211 million. A large part of govern- 
ment borrowing went to food stocks accumulation. 
The decline in bank credit to the private sector in 
1968/69 (notwithstanding the State Bank of 
Pakistan’s relaxation of credit controls and pursuit 
of a more liberal monetary policy) appears to have 
resulted from, among other factors, the lower level 
of inventories and greater selectivity in the sanction 
of new investments. The marked expansion of credit 
to the government sector reflects the shortage of rupee 
resources faced by the Government for the last few 
years, accentuated by the decline of foreign assistance 
(particularly under the PL480 programme, reducing 
the generation of counterpart funds), food stock- 
building operations, and shortfalls in anticipated 
current revenue. 


The price situation during 1968/69 was marked 
by divergent trends. Wheat prices in West Pakistan 
were generally lower while rice prices in East Pakistan 
moved upwards. On an annual average, the price 
index for wheat was 14 per cent lower in 1968/69 
compared with the previous year, but the price index 
for rice rose by 9.9 per cent. In East Pakistan, the 
increase was 11.3 per cent. The average of the general 
index of wholesale prices (1959/60=100) registered 
an increase of 5.8 per cent in 1968/69 in contrast to 
a fall of 4 per cent in 1967/68. Whereas the rise 
in West Pakistan was only 2.8 per cent, East Pakistan 
witnessed an increase of 8.8 per cent. Shortage of 
rice in Kast Pakistan evidently was the dominant factor 
accounting for the rise of 5.3 per cent in the sub- 
index for food; but the sub-indexes manufactures and 
raw materials also witnessed increases of 6.3 per cent 
and 9.7 per cent respectively. 


In view of the continuing upward trend in rice 
prices in East Pakistan, in addition to the supplies 
of 400,000 tons of foodgrains from West Pakistan 
to the eastern wing, imports of 1.1 million tons helped 
to control the food price situation. It is reported 
that, over the first half of 1969/70, there was a 
perceptible reversal of the trend in foodgrains prices 
in East Pakistan. 


External trade and balance of payments 


Foreign exchange receipts from merchandise 
exported during 1968/69 accounted for Rs 3,226 
million compared with Rs 2,950 million in 1967/68, 
showing a growth of 9.4 per cent. Manufactures 
accounted for 55 per cent of total exports as against 
47 per cent in the previous year. Leather and leather 
manufactures, cotton manufactures and rice, in 
particular, recorded impressive rises of 66 per cent, 
36 per cent and 15 per cent respectively. (Com- 
parisons are for the first nine months of the year.) 


Imports, including aid-financed imports, declined 
from Rs 3,881 million during the first nine months 
of 1967/68 to Rs 3,227 million in 1968/69 during 
the corresponding period, reflecting the decline in aid 
imports which more than offset the increase financed 
by the country’s own earnings. Moreover, in the 
year 1968/69, Pakistan entered into a series of fresh 
trade and payments agreements for exchange of goods 
with the People’s Republic of China, Ceylon, Yugosla- 
via and other East European countries, and North 
Korea. 


The balance of payments recorded an over-all 
surplus of Rs 507 million during the first nine months 
of 1968/69 in contrast with the deficit of Rs 38.6 
million in the corresponding period of 1967/68. The 
shift from deficit to surplus reflected a sizeable improve- 
ment in the goods and services account, partly offset 
by declines in transfer payments and net capital 
inflows. A notable feature is the growth in the amount 
of remittances by Pakistanis working abroad, which 
rose from Rs 212 million during the first nine months 
of 1967/68 to Rs 364 million during the corresponding 
period of 1968/69. Gold and foreign exchange 
reserves at the end of the first nine months of 1968/69 
showed an increase of Rs 558 million over the 
corresponding period of 1967/68, including drawings 
of Rs 195 million from IMF. 


External assistance 


Actual disbursements of external assistance in 
1968/69 amounted to $500 million as against the 
anticipated $625 million. The Consortium pledges 
were only $391 million as against the expectation of 
$500 million, the main shortfall appearing in non- 
project assistance. However, the aid pipeline at the 
beginning of 1969/70 was placed at $1,000 million, 
about the same as at the beginning of the preceding 
year. 


For the final year of the Third Plan (in 
1969-1970), Pakistan requested the Consortium 
for fresh pledges of $500 million which has been 
fully endorsed by the Consortium. The actual 
availability from Consortium, however, is expected 
to be at least $450 million, of which about $200 
million will be in the form of non-project assist- 
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ance. This level of non-project assistance is less 
than projected requirements, but shows a marked 
improvement over the previous year when the 
amount pledged as non-project assistance through 
the Consortium amounted to $122 million only.185 


Debt-servicing charges as a ratio of foreign 
exchange earnings moved up from 13.1 per cent in 
1966/67 to 16 per cent in 1968/69, and are expected 
to reach nearly 18 per cent in 1969/70. 


Fiscal policies and public sector financing 


The total financial resources requirement for the 
public sector economic and social development pro- 
gramme of 1969/70 has been placed at Rs 5.3 billion, 
which is marked by a special allocation of Rs 300 
million for the social sectors, in addition to the 
conventional economic development programme of Rs 
5 billion. On the expectation of foreign resources 
financing Rs 2,354 million (44 per cent), the domestic 
resource mobilization of the public sector is aimed 
at Rs 2,946 million. This has meant a vigorous 
additional tax effort of Rs 670 million, after allowing 
for deficit financing of the order of Rs 400 million. 
Of the additional tax efforts of Rs 670 million, the 
Central Government is expected to mobilize Rs 470 
million, West Pakistan Rs 175 million, and East 
Pakistan Rs 25 million. The new taxes in the Centre 
are predominantly customs and excises, accounting for 
80 per cent of the expected total receipts. Increased 
railway rates form the major item in the efforts of the 
two wings, with increased water and power rates. con- 
stituting an additional item in West Pakistan. 


The magnitude of the additional tax effort stands 
out when it is noted that the sum of Rs 670 million 
envisaged through additional taxes rests on a tax base 
that, together with other sources of revenue, would 
have brought in only Rs 1,876 million at 1968/69 
tax rates. As the bulk of the effort is through indirect 
taxation, realization of the expected magnitude will 
depend on the ease with which the envisaged rates of 
expansion in production (of the taxed items) are 
achieved. The crucial element once again is the 
availability of the expected quantities of industrial 
inputs. 


Economic and social policies 


The years 1968 and 1969 saw significant begin- 
nings in the evolution of new economic and social 
policies on the part of the Government of Pakistan, 
based on an awareness that single-minded pursuit of 
over-all economic growth has the inherent tendency of 
aggravating social and regional imbalance within the 
country. 


185 [bid. 


It will be recalled that events in 1965, marked 
by a sudden upward shift in defence outlays and 
significant shortfalls and hardening of external assist- 
ance, led the Government in 1966 to readjust the 
development expenditure of the third plan period. A 
shift was made in sectoral priorities with greater 
emphasis on agriculture, a shift in the use of productive 
resources away from fixed investment towards current 
development outlays and fuller utilization of existing 
productive capacities, and scaling down of allocations 
for social services. 


The accent on agriculture, with the new seed-based 
technology, had the most salutary direct impact, but, 
in the process, gave rise to problems in the other 
related fields. The concentration of financial resources 
on developing agriculture implied a transfer of 
resources from the urban to rural areas, both through 
sizeable subsidies to agricultural inputs and minimum 
support prices for agricultural products. Thus the 
new urban-industrial economy, which had hitherto been 
the main beneficiary of the transfer mechanism 
through the working of the price system,. was obliged 
to shift its position into a situation wherein it was 
expected to assist agriculture. Added to this were the 
declining net flows of external assistance (which had 
primarily benefitted the urban areas) and the increas- 
ing diversion of external assistance into the purchase 
of agricultural inputs. The consequence was a double 
squeeze on the urban areas. In addition, notwith- 
standing improvements in agriculture, migration from 
rural areas into urban centres continued. The 
swelling of the urban population in the context of 
reduced employment opportunities and restraints in 
expenditure on social services evidently produced some 
strains towards the end of 1968. 


Although the dynamism of private enterprise, 
encouraged by government incentives, has been an 
important factor in the rapid rate of industrial 
development in Pakistan, the concentration of private 
industrial ownership that has taken place in the 
process has been a maiter of increasing concern to 
the Government. In ihe changing context, when 
capital is no longer shy and the entrepreneurial class 
is becoming broadly-based (particularly in West 
Pakistan), the progressive dispersal of industrial 
ownership and the widening of competitive oppor- 
tunities for the increasing number of new entrepreneurs 
have begun to require urgent attention from the 
Government. 


The different levels of economic development in 
the two wings of the country, largely due to historical 
factors coupled with divergent natural endowments and 
demographic pressures, throw into relief the necessity 
of strengthening policies towards diminishing inter- 
regional disparities, through special measures for the 
rapid development of East Pakistan. The pre- 
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dominantly agricultural economy of East Pakistan, 
with a population density of 1,233 persons per square 
mile (as against 187 in West Pakistan), is beset 
with natural and institutional difficulties that pose a 
challenge in development planinng. Apart from the 
natural conditions characterized by frequent floods 
damaging a substantial part of annual crops, the 
average size of farm holdings is so small that the 
efficient spread of agricultural services is maue 
exceptionally difficult. The local entrepreneurial 
element has not gained enough strength to expand on 
its own by taking advantage of market opportunities 
and governmental incentives, the principal reason 
being lack of adequate private capital to make an 
effective start.186 


It is against this background that the Government 
of Pakistan in its formulation in November 1968 of 
the main socio-economic objectives of the fourth five- 
year plan (1970-1975) specifically re-emphasized the 
objectives of “reducing inter-regional and _intra- 
regional disparity in per capita income, moving 
towards a viable synthesis between the claims of 
economic growth and social justice through the pursuit 
of pragmatic policies, and directing the forces of 
economic and social change towards the establishment 
Oi a just society.” 


Since March 1969, a series of policy measures 
has been implemented for the realization of these 
objectives. A new labour policy, introduced in July 
1969, fixed minimum wage rates for unskilled labour 
which were approximately one third above the prevail- 
ing rates. At the same time, the right of collective 
bargaining and the right to strike were restored. A 
special fund was established, with an initial contribu- 
tion from the Government, to provide amenities for 
labour, especially housing. The new Companies Profit 
(Workers Participation) Act aims at providing the 
workers with a share in the profits of the company 
in which they are employed, thus creating a sense of 
partnership. In view of the low level of private 
investment and the inadequacy of equity capital in 
East Pakistan (and the less developed areas in West 
Pakistan), an Equity Participation Fund was estab- 
lished through which the Government agencies will 
give particular attention to small entrepreneurs in 
these regions. The 1969/70 Budget has earmarked 
a block allocation of Rs 300 million for development 
expenditure in the social sector on specific programmes 


186 Growth of private investment (in million rupees): 


East West 

Year Pakistan Pakistan 
1963/64 548 2,091 
1964/65 817 2,613 
1965/66 681 2,397 
1966/67 819 2,918 
1967/68 1,038 3,647 


Source: Government of Pakistan, The Budget in Brief (Final), 
1969/70. 
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in workers’ housing, health, education and other 
welfare schemes. To meet this expenditure, the Budget 
has introduced a number of new tax measures that 
are expected to raise the yield of tax revenue by 
about 10 per cent. One of the most important of these 
new measures is a higher tax on capital goods. 


The Government of Pakistan is engaged in 
formulating its fourth five-year plan for implementa- 
tion with effect from July 1970, with the socio- 
economic objectives that have already been defined. 
This will be the first systematic attempt on the part 
of a developing country to plan for “economic growth 
with social justice”. In view of the intricate problems 
involved, such as balancing the allocation of resources 
between current welfare programmes and the fixed- 
capital formation essential for higher rates of economic 
growth and the allocation of foreign exchange 
resources between the maintenance and growth of 
industrial activities while promoting investment in 
infrastructure (with a declining share of total foreign 
financing), the strategy that is unfolded by Pakistan’s 
fourth plan should prove to be of great methodological 
interest to the other developing countries where 
similar objectives and problems are likely to call for 
increasing attention in the course of the 1970s. 


The Philippines 
The difficulties faced by the Philippines in 1969 


continued to pose a major challenge of economic 
management to the Government. The balance of 
payments crisis remained acute and the peso came 
under increased speculative pressure; at the end of 
the year, new austerity measures were imposed to 
check the decline in foreign exchange reserves and 
efforts were continued to convert the mounting short- 
term debt into medium- and long-term obligations. 
During the last three years, the Government has 
worked with considerable success towards several 
urgent economic goals: continued support of the new 
varieties programmes in rice and maize cultivation, the 
implementation of revised priorities for the develop- 
ment of industry, a new tax programme in 1968 and 
1969 and the improvement and extension of roads and 
other infrastructure. Success was partial, however, 
especially in respect of the taxation programme, less 
than a third of which was actually achieved. 


The inadequacy of government revenues has had 
several related effects. Attempts to maintain essential 
services and to invest in infrastructure have led to 
deficits financed in substantial measure from the bank- 
ing system and hence potentially inflationary. Lack- 
ing fiscal measures to curb domestic demand and the 
demand for foreign exchange, credit restriction and 
related monetary measures have of necessity been 
employed. During 1968 and 1969, import credit 
testrictions were applied without marked success to 
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surmount the balance of payments crisis. Although 
the volume of consumer goods imports has been 
reduced over the past decade and a half, imports 
of capital goods must compete with input-imports for 
foreign exchange. Exceptions to import restraint, 
necessary for priority investment and production 
programmes, have lessened the effectiveness of the 
measures to ward off balance of payments. difficulties. 


The longer-term economic difficulties faced by the 
Philippines are, in part, reflected by these short-term 
problems. So-called second-generation problems 
spawned by the success of the new varieties pro- 
grammes, namely credit, mechanization, storage, price 
support and marketing, and the associated infrastruc: 
tural needs will require continued effort and public 
outlay if the initial successes are to be sustained. 
Export expansion and the reduction of import growth 
are the basic long-term needs to overcome the balance 
of payments crisis; both will require substantial effort 
in redevelopment of export capacity and the restruc- 
turing of industry. During the 1960s, the industrial 
sector (manufacturing in particular) failed to main- 
tain accelerated rates of growth. Structural change in 
the economy was limited in those years. 


Continued refurbishment and expansion of in- 
frastructure, both social and economic, require major 
increases in government revenue. Current outlays on 
education and social services continue to rise while 
the standard of services fails to be maintained. The 
current inflationary tendency also requires fiscal, as 
well as monetary, curbs. Unemployment, particularly 
in urban areas, and an apparently large measure of 
underemployment in the countryside, are already 
serious and the annual increment to the labour force 
is increasing. Though the first steps in the direction 
of population control are being taken, no impact 
can reasonably be expected in the foreseeable future. 


Availability and disposition of resources 


According to preliminary estimates, the aggregate 
performance of the Philippine economy in 1969 was 
somewhat less expansive than during 1968.187 The 
major elements of difference were a poorer agricul- 
tural year, stagnant exports (mainly due to low prices 
for coconut products and to a poor sugar harvest), 
a reduction in the rate of import growth, a decline 
in construction activity and moderate increases in the 
rate of investment and in industrial output. Real net 
domestic product grew by 5.3 per cent in 1969, 
noticeably less rapidly than during 1968. While the 
output of commerce, services and manufacturing 
increased at rates slightly higher than in the previous 
year, agriculture and mining grew more slowly and 
construction declined. Gross national product (GNP) 

187 National Economic Council preliminary estimates based on data 


for the first three quarters of 1969, reported in the Manila Bulletin, 
12 January 1970. 


increased by 6.3 per cent, marginally less than in 
1968; at current prices the rate of GNP expansion 
is estimated to have been 9.6 per cent. 


The upward movement of consumer prices during 
the last half of the year suggests that consumption 
expenditure at current prices may have increased more 
rapidly. The rate of investment growth, highly 
variable from year to year in the past, probably 
increased moderately during 1969; imports of 
machinery and equipment continued to rise while 
investment in construction probably tapered off. 
Programmes such as the expansion of capacity in 
sugar milling, steel rolling and copper mining and 
refining contributed to the growth of investment 
activity and public capital formation in infrastructure 
continued. An increased rate of inventory accumula- 
tion in 1968 probably continued during 1969 as a 
hedge against increased import restrictions and a 
possible devaluation of the peso. Merchandise exports 
rose only slightly if at all. Net non-factor services 
turned negative in 1968 and apparently remained so 
in 1969. Imports continued to expand; though at a 
reduced rate. 


Production growth has shown mild acceleration 
during the present decade. During the first five years, 
only mining and construction among the commodity 
production sectors!8§ grew at rates exceeding those of 
total net domestic product. Since 1965, agriculture 
and mining have consistently expanded at above- 
average rates; manufacturing has done so only inter- 
mittently. Changes in the structure of the economy 
have been slight, with an increase in the share of 
agriculture since 1965. During the 1960s, no major 
sector of production held a consistently leading 
position in real output growth. Neither did any com- 
ponent of expenditure consistently impart dynamism 
to the economy. While there are promising develop- 
ments in investment in manufacturing and _ the 
processing (as well as the extraction) of domestic 
resources, the process has not been under way long 
enough to provide statistical evidence of its impact. 


In 1968, commodity production provided roughly 
three fifths of net domestic product;1®° of the former, 
agriculture comprised more than half, a share that 
has changed little during the 1960s although it has 
increased somewhat since 1965. 


Agriculture 


On the whole, agricultural performance was not 
outstanding during the 1968/69 crop year. Maize 
production fell by ten per cent as the result of 


188 As used here, commodity production includes transportation and 
public utilities (power, gas, water, etc.) in addition to agriculture, 
mining, manufacturing and construction. 

189 Slightly above this in current prices and slightly less in constant 
prices. Unless there is a marked divergence between the two mea- 
sures, reference is generally to constant-price values. 
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Table II-2-27. Philippines: Resources balance, 1960, 1965, 1967, 1968 and 1969 (preliminary) (1955 prices) 


(in million pesos) 


Growth rates (per cent per year) 


1960 1965 1967 1968 1969P 


1960-1965 1965-1967 1967/68 1968/69 
ee ee a ee eee eee ee 
Net domestic product at factor cost , : 9,979 12,706 14,174 15,028 15,818 5.0 5.6 6.0 53 

Agriculture . . Sel ae 3,138 3,837 4,357 4,712 5,040 4.1 6.5 8.2 7.0 
Mining and Pe ncraceanie ae) eee ae 1,948 2,374 2,707 2,879 3,043 4.0 6.8 6.4 Di 
Construction and other®. . . . . 813 1,121 1,200 1,253 1,255 6.6 3p 4.4 0.2 
Commerce and services . . Ae 4,080 5,374 5,910 6,184 6,480 Del, 4.9 4.6 4.8 
Capital consumption and indirect taxes? . 1,864 2,196 1,899 1,490 ate 5 sais a2 
Gross domestic Bree at market price . 11,843 14,902 16,073 16,518 Pale 4.7 3.9 2.8 
Importss . . i ng sale eta TES 1,043 2,293 3,034 3,241 diel 17.1 15.1 6.8 
Total supply pad RISC) aaa 12.886) 174195 e 19510793759 sae Se) 5:4 3.4 
Consumption , a Ph we mir, shea Kish y 12,769 13,934 14,761 Nee 44 45 5.9 
Privates acts le) st icc aes acemvntena at) ae 9,393 11,389 12,414 133122 asx 3.9 4.4 Sus 
IBUDMCEM ae te eh miteasee Emr arte? 919 1,380 1,520 1,639 ass 8.6 5.0 7.8 
Gapwal’formation sas ten vem ss 1,407 2,577 3,000 3,167 nee 12.9 7.9 5.6 
Construction) 7) i) sak wena es =e 789 1,321 1,370 1,439 ae 10.9 1.8 5.0 
Durable equipment . . . .. . 437 958 1,366 1,440 share 17.0 19.4 5.4 
Stock changes. Sai. Saw eueid oan 181 298 264 288 Serres 5.8 9.1 
Exports’: Ves 2 a 1,167 1,849 273 1,831 Sai 9.6 8.4 amallspy) ee 
Gross national metic at merce price 11,229 14,734 16,602 17,672 18,792 5.6 6.2 6.4 6.3 
Savings 
Domestic? . . : a 1,416 2,061 1,968 ay seks 7.8 ye) cD 
Domestic (incl. stat. Gecenaneyiee , 917 1,965 2,668 2,911 adr 16.5 16.5 9o1 Bw 
Foreigné . . Leal 2a. eee ae) 516 1,032 1,630 we 1" 41.4 58.0 oe 
Share of GNP (%) 
Investment Fide fe: TE Ree SS) aon A 12.5 TS 18.1 17.9 
Domestic saving . . yak etre 12.6 14.0 11.9 8.7 
Domestic saving (incl. stat. Gack) 8.2 13.3 16.1 16.5 
Source: Office of Statistical Coordination and Standards, National Accounts of the Philippines. 


* Includes utilities, transportation and construction. 

Less subsidies. 

© Merchandise (f.0.b.) and non-factor services, 

* GNPmp — consumption — statistical discrepancy. 7 

© Net statistical discrepancy results from errors in the estimation of expenditure on gross domestic product, mainly personal consumption. 
* Deficit on current account. 

® 1961-1965. 


P Preliminary. National Economic Council, reported in Manila Bulletin, 12 January 1970. 


drought; rice production is provisionally estimated at 
about 6 per cent greater than the record output of 
1967/68.1%° The production of other food crops was 
highly variable; root crop output declined by 5 per 
cent, while vegetable production rose slightly. Minor 
crops generally expanded more than major. The 
production index for food crops rose by 4.6 per cent, 
somewhat less than the average of the last three or 
four years. Meat and poultry products and the fish 
catch expanded at relatively high rates. Although, 
by November, retail food prices had advanced by 
nearly 10 per cent from the seasonal low point in 
March, there was virtually no difference between the 
average for the first eleven months of 1969 and the 
corresponding period of 1968. 


190 As of 12 March 1969; an earlier estimate based on the harvest 
through January 1969 indicated a slight decline. Lack of definitive 
information about the rice harvest contributed to confusion during 
the election campaign; increasing prices of rice and other foods from 
September also added to the heat of the campaign. 


Export crops performed less well. Sugar produc- 
tion suffered serious typhoon damage and was down 
by nearly 10 per cent. Copra and other coconut 
products continued to face soft markets through mid- 
year, though there was some improvement in the last 
six months of 1969; also affected by the drought, 
copra output increased by less than 2 per cent after 
a comparable decline in 1968. Abaca production fell 
by 10 per cent for the third year. The commercial 
crop index thus increased by less than one per cent. 
With government restrictions on the export of logs, 
and a slack market with prices down marginally, round 
timber production rose by only 2 per cent. 


Mining 
The expansion of mining production continued 
during the first nine months of 1969 at nearly 17 


per cent above the same. period of 1968. Production 
of copper concentrates, the most important foreign 
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exchange earner, expanded most rapidly among the 
major metals while the output of both chromite and 
iron ore rose at accelerated rates. The production of 
zinc, among the minor ores, outpaced copper. Inter- 
national copper prices rose during the first half of 
1969 and the rise appeared to be accelerating later 
in the year. Investment plans in copper mining and 
smelting give promise of continued rapid expansion 
during the next few years. 


Manufacturing 


The performance of the manufacturing sector has 
been inconstant, viewed either as time series or in 
cross-section. Years of relatively rapid growth have 
been followed by years of much lower rates of 
expansion. Production of durable goods has expanded 
at accelerated rates since the middle of the decade; 
half-year figures for 1969 show the acceleration to 
have continued. Within this classification, however, 
there is considerable variation. Wood products 
(veneer, plywood and sawn timber) are strongly 
export-oriented and annual increases in their produc- 
tion have been relatively large as prices have risen. 
A 12 per cent rise in price elicited an increase of 
more than 40 per cent in lumber production in 
1968/69. Of the durable goods industries primarily 
oriented to domestic markets, only transport equip- 
ment has grown at consistently accelerated rates since 
the middle of the decade. Cement output has increased 
rapidly for several years as capacity has increased, 
though some slackening in the rate of expansion 
appeared in the first eight months of 1969, presumably 
reflecting the slack in construction activity. 


Half-year figures for 1969 (compared with the 
first half of 1968) indicate declining production in 
a number of non-durable products groups: apparel and 
footwear and tobacco products (both with important 
export markets), leather goods and publishing, among 
goods primarily for consumption; textiles and paper 
products among intermediate goods. Among the 
rapidly growing non-durable manufactures which con- 
tinued to expand at above-average rates during the 
first six months of 1969, rubber products and petro- 
leum products were prominent; both provide inter- 
mediate goods for the transportation sector. Chemical 
products, a major intermediate goods industry group 
with a low rate of growth for the last five years and 
a decline in 1968, made a sharp recovery in early 
1969. Fertilizer output expanded rapidly in the first 
half of 1969 as additional capacity came into produc- 
tion. 


In part, the irregularity of growth patterns among 
industry groups stems from the heavy dependence upon 
imported inputs and the scarcity of foreign exchange. 
The greatest relative dependence is borne by durable 
goods, assembly operations in particular. Imports of 
semi-finished products increased sharply in 1967 and 


continued at high rates during the following year and 
the first seven months of 1969. Raw material imports 
increased considerably less in dollar volume, but at 
nearly comparable rates, despite the pressure on the 
available foreign exchange. For several kinds of 
consumer goods (e.g. garments and cigarettes) and 
some machinery, competition from imports has been 
an important deterrent to expansion. Excess capacity 
in some intermediate goods reflects the limitations of 
the domestic market. 


Trade and paymenis 


The sources of the Philippine balance-of-payment 
problem lie quite prosaically in the continuing failure 
to expand exports and to bring about a reduction 
of imports. Short-term measures have of necessity 
concentrated on the restriction of imports, chiefly by 
monetary means in the context of general monetary 
restraint. The process of import substitution has 
created a heavy demand for imports of semi-finished 
and raw-material inputs into the final stages of manu- 
facturing which characterize much of Philippine 
industry. If there were a significant reduction in 
these imports, production and employment would 
inevitably suffer and thus contribute to inflationary 
pressures. While the necessity for increasing exports 
and producing substitutes for input-imports is 
recognized by Philippine policy-makers, the gap 
remains between short-term policy requirements and 
solutions which can only be effective in the longer 
term. 


Exports}®1 


Merchandise exports increased by some 4 per 
cent in 1968 (in US dollar value) after a slight 
decline in 1967; during the first three quarters of 
1969, export receipts were somewhat smaller than 
during the comparable period in 1968. Fluctuations 
in prices were the main factor responsible for wide 
variations in performance among major commodities. 
Wood products exports (logs, lumber, plywood and 
veneer) retained the lead as foreign-exchange earners 
in 1968 and 1969, while their composition shifted in 
favour of the processed commodities in response to 
differential price changes.!°? Export sales of coconut 
products rose by more than 9 per cent in 1968, mainly 
as a result of improved prices during the first half 
of the year. Export volume was down by 17 per cent 
for copra but up by 11 per cent for coconut oil. 
During the last half of 1968 and the first half of 


191 For a study of Philippine export dependency, see ECAFE, Econo- 
mic Survey of Asia and the Far East 1968 (Bangkok, 1969), Part 1-A, 
esp. sections I and II(c). 

192 Since 1968, Philippine veneer and plywood exports to the United 
States have had to pay 60 per cent of the 10 and 20 per cent ad valorem 
duties on these products. Veneer export volume to the United States 
market increased by 50 per cent in 1968 while plywood volume in- 
creased by about one eighth. Some 90 per cent of total Philippine 
exports of veneer and plywood goes to United States markets. 
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1969, prices of both commodities fell irregularly (11 
per cent for copra from January to June 1969 and 
8 per cent for coconut oil from December 1968 to 
May 1969); export values fell even more severely 
during the first seven months of 1969. Thereafter, 
prices of both began to recover—copra by some 20 
per cent by November and coconut oil less markedly. 
It is possible that some of the 20 per cent decline in 
earnings on coconut products recorded during the first 
seven months may have been recouped by the end of 
the year. 


During 1968, the volume of sugar exports 
declined marginally while prices rose by 3 to 4 per 
cent in the United States market; export earnings 
rose by less than 2 per cent. Typhoon damage reduced 
sugar output by some 10 per cent during the 1968/69 
crop year and sugar export values were down by 6 
per cent during the first seven months of 1969, while 
United States prices rose by 4 per cent in the same 
period.'*8 Though two new sugar mills had come 
into production for the 1968/69 season, the reduction 
in cane supply was the determining factor in the fall 
in export earnings. 


Production and exports of copper concentrates 
continued to expand in 1968 and early 1969 as export 
prices rose substantially. Exports worth US$85 million 
in 1968 accounted for more than a tenth of total 
export values. Earnings increased by well over one 
third during the first seven months of 1969 (on the 
corresponding period in 1968). A slightly diminished 
volume of iron ore exports (despite a marked increase 
in production) was the response to declining prices. 
In contrast, abaca export tonnage increased in response 
to a 10 per cent price rise although production during 
the 1968/69 season continued its decline. 


Except perhaps for sugar, major exports are 
generally responsive to upward price movements 
insofar as production is not inhibited by natural 
causes, such as drought or typhoon damage. Increased 
export volumes of coconut products are being 
encouraged by government-supported schemes for 
improved methods of cultivation. The programme for 
increasing sugar exports emphasizes heavy investment 
in new mills; four new plants are now in service 
and two more are being built. Much remains to be 
done, however, in the improvement of cane yields, 
which are low by international standards. Timber 
exports and logging are under government supervision, 
which varies in its effectiveness. The forest cover has 
heen seriously reduced in major logging areas and 
plans to develop plantation-type regrowth forests are 
gradually being implemented. Timber-processing 
industries figure importantly in the new investment 
priorities plans, with the emphasis on increasing value 


193 On the first seven months of 1968. Typically more than two 
thirds of the annual tonnage is exported during the first half-year. 
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added through processing prior to export. New 
export products are being sought and minor exports 
being developed: bananas and canned _ pineapple, 
metallic ores and refined metals, rolled steel products 
and tin plate and exports of cement have begun to 
gain significance. The new investment priorities plans 
specifically permit approval of production capacity in 
excess of anticipated domestic demand to allow 
exploitation of scale economies in production for 
export. 


Imports 


The current and continuing difficulties with the 
balance of payments were initiated by the extra- 
ordinary surge of imports in 1967. Attempts to 
contain import expansion in the following year were 
only partially successful and the increasing trade 
deficit was compounded by a deficit in invisibles as 
well. Further restrictions on imports in 1969 
apparently reduced the rate of merchandise import 
growth to about 2 per cent during the first three 
quarters of the year. 


Changes in the structure of imports reflect the 
impact of import substitution. The high-yielding 
varieties programmes in rice and maize production 
have permitted a significant reduction in foodgrain 
imports since 1967. Higher-than-average rates of 
increase in the importation of raw and semi-finished 
inputs suggest the nature of the import-substitution 
predicament. Taken together, these two categories of 
input-imports have increased as a proportion of total 
imports from just over half in 1960 to nearly two 
thirds in 1968 and early 1969. Changes in the pattern 
of imports during the last two years, when attempts 
were made to restrain total imports, show the effects 
of particular choices among alternatives. Exceptions 
to generalized restrictions have been necessary to 
support investment programmes and to avoid the 
under-utilization of capacity in important lines of 
production. Consequently, the share of machinery 
and equipment imports has been maintained at over 
20 per cent of the total since 1967. While raw 
material imports have expanded irregularly (in part 
the reflection of fluctuations in inventories), semi- 
finished inputs have continued to take an increasing 
share of the growing import total. 


External payments 


The deficit on merchandise account increased in 
1968 and continued to do so during the first three 
quarters of 1969. The negative shift on non-factor 
services which took place in 1968 persisted and the 
balance deteriorated further during the first half of 
1969. The main reason was the reduction of the 
United States Government expenditure in the Philip- 
pines. Tourist expenditure also fell, suggesting that 
“a substantial portion . . . was transacted outside the 
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banking system’,!°4 and reflecting the depreciation of 
the peso on the free market. Despite an apparent 
improvement in miscellaneous services, the deficit on 
non-factor services was more than twice as great as 
that in the first half of 1968. While the transfer 
payment receipts remained virtually unchanged, net 
factor-service payments to abroad were considerably 
smaller than during the first three quarters of 1968. 
On capital account, the upward movement in capital 
inflow, particularly of private long-term capital, con- 
tinued during January-June 1969. Private short-term 
capital inflow moved similarly. Despite these improve- 
ments, however, foreign exchange reserves continued 
to decline during the first half of 1969. By the 
end of September 1969, international reserves stood 
at US$145 million (equal to six or seven weeks’ 
imports at 1969 rates), down from US$176 million 
in June and US$195 million at the end of 1968. 


Monetary measures 


During the first three quarters of 1969, the 
Central Bank continued its efforts to curb the outflow 
of foreign exchange and to consolidate the short-term 
debt incurred to cover external payments require- 
ments. In April, a ceiling was placed on the volume 
of import letters of credit and its applicability was 
subsequently extended to the end of the year; the 
requirement of special time deposits on import letters 
of credit was similarly extended. General measures 
of monetary restraint included raising the basic 
rediscount rate from 73 to 8 per cent in April and 
the imposition of a 2 per cent interest equalization 
charge in June, in effect increasing the basic rediscount 
rate to an unprecedented 10 per cent. 


In addition to the establishment of priorities 
for import credit, measures were taken to promote 
exports by exempting export-oriented industries from 
the ceilings imposed on domestic credit accounts; for 
specified industries, exemption was granted from the 
special time deposits requirement for importation of 
machinery, equipment and parts. Other measures for 
easing credit conditions for specified priority imports 
included the reduction of the pre-deposit period for 
special time deposits. ‘To permit commercial banks’ 
use of foreign credit lines, the ceilings on their 
exchange holdings and peso-dollar swap arrangements 
were lifted. However necessary to avoid retardation 
of priority investment programmes and_ production 
for export, the effect was to diminish control over 
the burgeoning demand for foreign exchange. 
Towards the end of the year, further steps were taken 
to restrict dollar outflow, including new limits on 
the amount of exchange permitted for overseas travel 
and further curbs on non-essential imports.!® On 21 


194 Central Bank News Digest, XX1:41 (7 October 1969). See note 
196, below. 
195 United Press International news release dated 14 December 1969. 


February 1970, the Central Bank announced that the 
peso would be permitted to “float”, the rate of 
exchange to be determined by the market.19 


External finance 


The large trade deficits of 1967 and 1968 
required substantial short-term borrowing by the 
Central Bank, including the use of US$55 million 
under two stand-by arrangements with IMF. During 
1968, the Government paid $232 million on its short- 
term obligations while some $80 million in short- 
term credits were converted into medium-term. Short- 
term foreign borrowing by the monetary authorities 
amounted to $34 million (net) during the first half 
of 1969. Renegotiation and extension of repayment 
periods was required; a $40 million loan due in 
September to a consortium of United States banks was 
“rolled over” for an additional six months and the 
consortium agreed to raising the ceiling on loans 
to the Central Bank. Smaller loans were negotiated 
with European and other American banks. 


External borrowing has become and remains 
costly.!97 Total public external debt amounted to $775 
million at the end of June 1969, of which $386 
million, or nearly half, had maturities of one year of 
less. Interest charges amounted to an annual $35.7 
million at the end of 1968, or 6.4 per cent of the 
interest-bearing debt.!®° Interest and amortization on 
the external public debt with maturities of more than 
one year were estimated at over $70 million in 1969, 
or more than 8 per cent of merchandise export 
earnings. 


In the longer term, the Philippines should be 
able to manage its balance of payments with less 
difficulty, provided the necessary structural changes 
can be made in the economy. An inflow of long- 
term capital of about US$250 million per year will 
be needed to cover the current account deficit and to 
provide for continued growth in investment.!% The 
continued promotion of investment; according to 
priorities along the lines already established, should 
create the pattern of growth necessary for the long- 
term achievement of external balance: re-development 


196 The peso-US dollar exchange rate averaged P4.40 to the dollar 
in January 1969 and had fallen to P4.51 in June; by December the 
rate had fallen by a further 20 per cent, to a monthly average of 
weekly quotations of P5.61. Source: Deak & Co. (FE), Hong Kong. 

197 A pending $50 million, ten-year loan from a consortium of 
Scandinavian banks was expected to carry an interest rate in excess 
of 11 per cent, or nearly double that currently paid on the total public 
external debt. (UPI, 30 October 1969). 

198 At the end of 1966, the corresponding figures were $23.4 million 
and 5.5 per cent and at the end of 1967, $33.5 million and 6.0 per 
cent. Central Bank of the Philippines, Quarterly Statistical Bulletin, 
XX:4 (December 1968), tables 77 and 78. 

199 More than half this amount was achieved in 1968 when the new 
investment priorities programme had only just been initiated. The 
programme sketched for the redevelopment of the economy over the 
next few years should both stabilize the current account deficit in 
absolute terms and encourage riew foreign investment. 
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of existing primary products exports, diversification 
and development of manufactured exports, especially 
those based on domestic raw materials, increased 
production of substitutes for imported inputs into 
manufacturing and agriculture, and continued expan- 
sion of food agriculture. The continued improvement 
of tax administration and further tax reform are 
necessary if the infrastructural programme and 
adequate social and economic services are to be 
provided to support the expansion in the production 
sectors. A fourth consideration which must be paired 
with the second phase of import substitution requires 
measures to improve the efficiency of production in 
industries presently enjoying tariff protection and 
determined adherence to a set of priorities for imports. 


Among the many subsidiary considerations, the 
favoured position of Philippine exports in United 
States markets has already begun to be trimmed; 
by 1974, when the Laurel-Langley agreement expires, 
the development of new external markets and improved 
competitive efficiency in production should be feasible. 


Finance 


The tax programme of 1968 was the first piece 
of tax legislation since 1959 to bring in additional 
revenue. The full effect in increased tax yields in 
1969/70 will be some 275 million pesos out of the 
optimistic 1,000 million pesos intended by the proposal 
submitted to the Congress. Between the fiscal years 
1963/64 and 1965/66, national tax revenues stagnated 
in absolute terms; a marked improvement in tax 
collection and administration, the elimination of some 
subsidies and the more rapid growth of income (and 
in 1967, of imports) occurred during the next three 
fiscal years; tax revenue rose as a share of GNP from 
10.2 per cent in 1965 to 11.1 per cent in 1968 
(calendar years) .2°° In comparison with other deve- 
loping countries of comparable economic size in the 
region, the aggregate tax burden is relatively low. 
Therefore much the same is true, in large part, of 
public expenditure; the contrast is most striking in 
respect of capital expenditure. 


Revenue needs are expanding rapidly in the 
Philippines as a result of past neglect of infrastructural 
investment and maintenance and the continued high 
rate of population growth. Maintenance of existing 
standards in education and social services thus requires 
steadily rising outlays; the need for improvement in 
standards, not only in education but also in health 
services and housing, is especially great. Current 
expenditure by the national government has accelerated 
during the past three years, but outlays on social 


200 All levels of government, according to national accounts 
estimates. 


services, including education, have lagged relatively.2% 
The piéce de résistance of the Government pro- 
gramme has been the redevelopment and expansion 
of the economic infrastructure. The four-year pro- 
gramme for fiscal years 1966/67-1970/71 has con- 
centrated on road building and other transport and 
communications and _ agricultural infrastructure, 
particularly irrigation. In the capital budgets of 
these years, economic development programmes absorb 
more than four fifths of the ever larger outlay on 
development investment in the public sector. 


The increase in tax revenue, and in total national 
government revenue, has permitted the considerable 
expansion in current expenditures as well as some 
public savings on current account. Increased capital 
expenditure has meant an over-all deficit, also on 
the increase.2°? The failure of the Congress to provide 
appropriations to cover authorized expenditure has 
necessitated recourse to borrowing; in consequence, 
the domestic debt of the national government rose from 
1,950 million pesos at the end of 1965 to 2,660 million 
pesos at the end of 1968.29 At the same time, 
shortages of funds have impinged on both current 
expenditure (notably on education and social services) 
and development programmes. In the event of a 
military “phase-down” by the United States in the 
next few years, it is likely that increased defence 
expenditure by the Philippines will add to the demands 
on the government budget. 


Money 


A large portion of the government debt is held 
by the banking system, providing the basis for a high 
degree of liquidity. To reduce this inflationary 
potential, the Central Bank has increased reserve 
requirements, imposed ceilings on domestic credit and 
raised the basic rediscount rate. The special time 
deposits for opening import letters of credit have 
served in the short term to absorb excess liquidity. 
Exceptions to these measures have diminished their 
general effectiveness. The external payments deficit has 
contributed to an easing of internal inflationary pres- 
sures and a speculative boom in the share market has 
absorbed much of the excess liquidity. 


201 Budget estimates for the fiscal year 1969/70 present an expan- 
sion of total current expenditure at a much lower rate than that of 
the two preceding years. Outlays on social services and education, 
however, were budgeted percentage increases well above their 
average increases in the same years. See Republic of the Philippines, 
the President’s Budget Message (to the Sixth Congress, fourth session), 
Manila, 1969. 

202 During the fiscal year 1966/67, which included the previous 
presidential election, a deficit was incurred on current account and the 
over-all Government deficit (excluding government corporations) rose 
by nearly 70 per cent. Though the over-all deficit was reduced by 
nearly half in the fiscal year 1967/68, it rose again to above the 1966 
level in the following year. 

203 Including the debts of local governments and government cor- 
porations, the total domestic debt stood at 3,140 million pesos at the 
end of 1965 and 4,570 million pesos at the end of 1968. 
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Domestic credit restrictions impinge upon the 
private sector as the major share of credit has gone 
to government and semi-governmental entities. Excep- 
tions have been made for priority industries and 
aggregate credit to private business has continued to 
grow. Through mid-1969 and into the third quarter, 
there was no indication of a general retardation in 
the rate of output growth. The possibility remains, 
however, that credit stringency, in conjunction with 
restrictions on input-imports, may slow down the 
growth of physical output. 


In sharp contrast to its development during 1963, 
total money supply expanded at an increasing rate 


during the second half of 1969. 


Prices 


After a year or more of price stability, both 
wholesale and retail prices began to move upwards 
at somewhat more than seasonal rates in mid-1969. 
The rather mediocre result of food crop harvests 
during the crop-year ending in June presumably had 
some effect on the more rapid increase in food prices, 
but the rise in prices during the second half of 
1969 was not restricted to foodstuffs; the increase 
in prices at retail level appears to have been fairly 
general. On an annual average, retail prices probably 
rose by 2 or 3 per cent above 1968. December figures 
for the consumers’ price index for low-income families 
in Manila show an increase of 3 per cent between 
1963 and 1969. Real wages, which had risen by 11 
per cent in 1967/68 and by another 2 or 3 per cent 
during the first half of 1969,2°4 seemed destined to 
decline as nominal wages remained virtually 
unchanged. 


Growth, structural change and development policy 


The longer-term perspective of growth and struc- 
tural change remains central to Philippine policy. 
Although the over-all growth of the economy has 
continued at reasonably satisfactory rates, by the mid- 
1960s, structural changes had taken place which had 
reduced the rate of growth and led to stagnation in 
productivity. Industrialization on the basis of import 
substitution had permitted the rapid development of 
manufacturing, much of it in the final stages of 
production, including assembly of motor vehicles and 
durable consumer goods. The early, accelerated rates 
of expansion declined as import substitution was 
achieved and further expansion of output was limited 
to the growth of domestic demand. The avenue of 
further growth into exports was made difficult, despite 
the existence of excess capacity in some lines, by the 
high cost of production in most of the protected 
industries. 


204 Unskilled workmen; comparison with the average index for the 
second half of 1968. See Central Bank of the Philippines, Quarterly 
Statistical Bulletin, December 1968 and Presidential Economic Staff, 
Selected Economic Indicators, for basic data. 


Constant-price value added data indicate a 
deceleration in the growth of secondary production 
sectors sometime about the beginning of the decade 
(see table II-2-28), most markedly in mining and 
manufacturing. The share of industry remained 
stagnant after 1960, borne up by the rapid expansion 
of construction activity, while the share of manufac- 
turing declined. Between 1960 and 1965, agriculture 
provided more than two fifths of all new job oppor- 
tunities, while its share of total employment slowly 
decreased. Employment opportunities grew most 
rapidly in commerce and services, and in construction 
and transport among the industrial sectors. In manu- 
facturing, the largest component of the industrial 
sector, and in the sector as a whole, the rate of employ- 
ment growth exceeded that of real output. Produe- 
tivity—in the broad sense of real output per head 
of employed labour force—thus declined during the 
first half of the 1960s, in all industrial sectors but 
mining, and in commerce and services as_ well. 
Agricultural productivity rose slightly while real out- 
put per head of employment for the economy as a 
whole advanced only marginally. This stagnation in 
productivity suggests that the dynamic forces of 
growth and structural change had begun to subside.2% 


The failure of any sector to impart dynamism to 
the growth of the economy is an indication of essen- 
tially the same phenomenon. Manufacturing, during 
the first half of the 1960s, grew at a rate lower 
than total real product. In a sector which technically 
has the potential for high and rising levels of produc- 
tivity, real output per head of employed labour force 
remained virtually unchanged between 1960 and 1965. 


Implementation of the Government’s investment 
priorities programme is expected to provide new 
impulses for industrial growth and structural change. 
Incentives have been provided under the terms of the 
1967 Investment Incentives Law; a new organization, 
the Board of Investments, has been established to 
develop and implement the new programmes for 
natural resources and industry. In broad terms, the 
emphasis is upon the development of domestic 
resources and the addition of a larger portion of value 
in their processing; upon the development of indus- 
tries to provide agricultural inputs—chemicals, tools, 
machinery and equipment; and upon the development 
of production capacity for substitutes to replace 
imported inputs for manufacturing. With a view to 
the diversification of exports, additional incentives are 
provided to encourage manufacturing for export. 


The structure of manufacturing in the Philippines 
is heavily weighted towards the production of goods 
for consumer use and is characteristically lacking in 


205 Gains in productivity for the economy as a whole arise from the 
upward shift of production functions in any sector and from inter- 
sectoral shifts of factors of production from less to more productive 
employment, generally a movement from agriculture to non-agricul- 
ture. 


202 


Table [I-2-28. Philippines: 


Part Two. 


1954-1956, 1959-1961, 1964-1966 


Percentage shares 


Current Economic Developments 


Changes in industrial structure, 


Growth rates 
(per cent p.a.) 


1954-1956 1959-1961 
1954-1956 1959-1961 1964-1966 — _— 
1959-1961 1964-1966 

Value added” 
Agriculture 34.6 31.7 30.1 3.4 3.6 
Industry 26.5 27.8 277 6.2 4.6 
Mining 1.4 1.6 1.6 Tei, 4.0 
Manufacturing . 15.9 17.8 17.5 TA 4,3 
Construction 4.4 3.6 3.9 1.0 6.5 
Utilities and transport . 4.8 4.8 4.7 Bye) 4.4 
Commerce and services 38.9 40.5 42.2 6.1 5.6 
Total 100.0 100.0 100.0 5.3 4.7 

Employment® 
Agriculture 61.2 57.6 2.9 
Industry 17.9 18.7 Del 
Mining 0.4 0.3 S056 
Manufacturing . 11.6 11.8 45 
Construction 2.6 3.0 7.6 
Utilities and transport . 3.3 3.6 6.0 
Commerce and services? . 21.0 23.7 6.8 
Total 100.0 100.0 4.2 

Productivity® Ratios 

Agriculture 0.52 0.52 0.7 
Industry 1.56 1.48 —=0:5 
Mining 4.37 5.35 4.7 
Manufacturing . 1.53 1.48 (si 
Construction 1.38 1.28 =10 
Utilities and transport . 1.47 1.32 =1.6 
Commerce and services 1.93 1.78 Calley! 
Total 1.00 1.00 0.5, 


Sources: Value added: OSCAS, National Accounts of the Philippines. 
Employment: Bureau of Census and Statistics, Labor Force Sample Survey. 


Notes: ® Three-year averages. 


> Net domestic product at 1955 factor cost. 

° Fully and partially employed, 10 years of age and over. 

2 Includes employees unclassifiable by sector. 

© Relative productivity: sectoral value added per head of sectoral employment 
upon total value added per head of total employment. 


capacity to produce investment goods. The machinery 
and transport equipment industries are dominated by 
establishments which assemble mainly durable con- 
sumer goods, but there is little production of invest- 
ment goods, properly so called. The importance of 
industries producing intermediate goods—mainly 
inputs into agriculture, mining, transportation and 
other manufacturing—increased prior to 1960 and 
again after the middle of the decade. An important 
part of the output of some of these industries goes 
to export markets: lumber, plywood and veneer from 
the wood products group, for example. The capacity 
of the manufacturing sector to support gro vth in 
other sectors is, in part, situated in this group; 
directly supporting investment in construction, inter- 
mediate goods capacity includes timber products, 
structural steel, cement and other non-metallic mineral 
products. 


The priorities which have been established for 
the re-development and expansion of manufacturing 
industry will, to the extent that private capital responds 
to the proffered incentives, shift the pattern of manu- 
facturing towards a heavier concentration in the 
production of intermediate goods, mainly for domestic 
inter-industry demand, but also for export. In broad 
terms, the scale and pattern of investment in manu- 
facturing, actual and planned, are shown in table 
I]-2-29,206 The order of magnitude of the total 
required investment in the priorities plans does not 
differ greatly from the estimated level of fixed capital 


206The classification used here relates to manufacturing and pro- 
cessing; it excludes about one fourth of the total investment require- 
ment in the Board of Investments’ Second Investment Priorities Plan. 
The portion excluded relates to investment in the so-called agro- 
industries, other than manufacturing or a substantial degree of pro- 
cessing, and to mining and the beneficiation of mineral ores. 
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formation in manufacturing in 1968.2°7 However, 
since the priority projects included in the investment 
priorities lists do not purport to include all manu- 
facturing investment, it is possible that fulfilment of 
the current priorities plan will press upon the absorp- 
tive capacity for new investment. 


The relative increase in investment in industries 
producing intermediate goods had begun as early as 
1966. Except for food processing, all other industry 
groups in which capital formation was large belong 
to the intermediate products category (chemicals, non- 
metallic mineral products, textiles and wood products). 
In the first priorities list (published in 1968), more 
than half the total investment requirement was listed 
for basic metals and about a quarter for pulp and 
paper products. The pattern of investment approvals 
diverges from the “indicative” priorities to an extent 
not reflected in the broad classification of table 
IJ-2-29. Approved investment in pulp and vaper 
exceeds by a large margin the amount, and the share 
of total, indicated in the first plan; both wood products 
and metal products bulk larger in the approvals than 
in the plan.2°8 In the Second Investment Priorities 
Plan, for the period 1969-1972, some emphasis has 
been shifted from intermediate goods towards invest- 
ment goods. Of the former, basic betals retains pride 
of place, accounting for two fifths of the total invest- 
ment requirement in manufacturing. Projects for the 
establishment of capacity in the production of primary 
steel and cold-rolled products are to take nearly three 
fourths of the total investment in metals. Large 
investments in chemicals (mainly synthetic fibres and 
urea) and in pulp and paper follow in order of size 
among the intermediate products industries. The 
greater emphasis upon investment goods capacity is 
concentrated on ship-building, with smaller but signi- 
ficant investments indicated for diesel engines and 
machine tools (lathes). 


The priorities lists are based on pragmatic criteria 
which apparently neither exhaust the technical and 
economic possibilities nor probe fully the potential of 


207 The national accounts estimates of fixed capital formation do 
not provide a breakdown of investment by economic sectors; a rough 
attempt to allocate fixed capital formation in durable goods, plus an 
estimate of the construction component of investment in manufac- 
turing, suggests that total fixed investment in manufacturing during 
1968 amounted to more than one thousand million pesos, or less than 
one fifth of gross fixed capital formation. Comparison of a similar 
estimate for 1966 with the figure from the annual Survey of Manu- 
factures for expenditure on new fixed assets (excluding land), indi- 
cates that the Survey establishments probably accounted for more than 
95 per cent of the total investment in the manufacturing sector. 


208 The importance of the divergence is attenuated by the circum- 
stance that investments approved in any year are not expected to be 
followed by more than a part of the total value in actual outlays in 
that year. Thus the investment approval figures are not strictly 
comparable with the priorities plan figures which have been presented 
at annual rates. 


ee 


Table IJ-2-29. Philippines: Investment patterns in 
manufacturing, 1963-1966 (actual), 1968/69 
(prospective) 


(in million pesos: 1968 prices) 


Fixed capital First BOI fixed Second 
formation» Investment capital Investment 
Priorities investment Priorities 
Industrial Plan& approvals Plant 
Group® 1963-1965¢ 1966 1968 1968/69e 1969 
Consumption 139.8 200.9 42.7 99.6 78.5 
goods (55) (33.1) (3.9) (10.0) (6.6) 
Intermediate 220.6 STD, 968.1 859.9 895.1 
goods (56.0) (62.2) (88.4) (86.2) (75.4) 
Investment 2954 23.4 83.8 38.6 213.3 
goods (7.5) (3.8) (ea) (3.9) (18.0) 
Total S94.1° 607.4% 1,094.6 998.1 1,186.9 
(100.0) (100.0) (100.0) (100.0) (100.0) 
Sources: Fixed capital formation: Bureau of Census and Statistics, 


Survey of Manufactures (annual). 

Priorities plans and investment approvals: Board of Invest- 

ments. 

4Jndustrial groups classified as follows: 

(a) Consumption goods: food, beverages, tobacco, gar- 
ments and footwear, furniture, printing and leather 
products. In the BOI data, household chinaware is 
included. 

(b) Intermediate goods: textiles, wood, paper, rubber, 
chemical, petroleum and mineral products, basic 
metals and metal products. 

(c) Investment goods: machinery, electrical machinery 
and transport equipment. 

> Survey establishments, five or more workers. Coverage 
includes establishments which produce in the aggregate 
about nine-tenths of manufacturing value added. 


Notes: 


© Annual rates. 

Estimated investment requirements for priority industries 
included in the First Investment Priorities Plan for 1968- 
1971; at annual rates. 

© Board of Investments approvals during period July 1968- 
June 1969; fixed capital only. 

£ Estimated investment requirements of the Second Invest- 
ment Priorities Plan for 1969-1972, at annual rates. Super- 
sedes the First Investment Priorities Plan. 


® Miscellaneous group included in totals only; about one per 
cent of total. 


inter-industry demand.?? Building back into capacity 
for components for the final stages of manufacturing 
could create an expanded market for metal-working 
machinery and for the output of other engineering 
industries. Unlike many less developed countries in 
the region, in which the level of inter-industry demand 
generated by the manufacturing sector is too limited 
to permit the development of a complex of engineer- 
ing industries, manufacturing in the Philippines 
should be able to provide the necessary demand, 


209 For example, there are few components in the list, despite the 
rather extensive facilities for the assembly of durable consumer and 
some producer goods from imported parts. Nine relatively large and 
a score of smaller plants currently assemble some 2,000 units of 
passenger cars and commercial vehicles annually. Assembly of a wide 
variety of makes and models precludes economic scales of spare-part 
and component production. A move towards rationalization of 
assembly could contribute to the reduction of input-import require- 
ments provided some standardization of components could be achieved 
for a smaller number of models. 
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provided measures are taken to induce standardiza- 
tion of components and rationalization of the later 
stages of manufacturing, 


In terms of projected investment cost, roughly 
one sixth of the total proposed capacity in the first 
investment priorities plan and one ninth of the second 
were designated for export markets. Most of this is 
in metal refining, processing of foodstuffs and other 
agricultural produce, fibre pulp and timber products. 
Additional incentives are provided for investment 
projects which will earn foreign exchange. The 
projects approved by the Board of Investmenis during 
the year from July 1968 through June 1969 were 
expected to generate net foreign exchange earnings of 
some 800 million pesos annually in 1968 and 1969, 
while net foreign exchange savings were expected to 
run at an average of some 500 million pesos per 
year. By far the largest part of foreign exchange 
earnings was to accrue from exports of coconut, forest 
and mineral products, thus chiefly from processing 
rather than manufacturing proper.?!° 


Thailand 


Introduction 


In 1969, the economy of Thailand improved 
upon a relatively modest growth rate of 6.5 per cent 
in the previous year to 7.9 per cent, which is identical 
with the average annual growth rate during the 1961- 
1967 period. The average annual growth rate of the 
economy for the first three years of the second five- 
year plan, from 1967 to 1969, was 7.8 per cent per 
year which was slightly short of the target rate of 8.5 
per cent set by the plan. The main reason for the 
slight shortfall during these first three years was the 
inadequate growth rate of agricultural production. 
The average annual growth rate of agricultural 
production fell from 5.8 per cent during 1957-1967 to 
some 0.4 per cent in 1968 as a result of the severe 
drought. In 1969, weather conditions improved, and 
agricultural production registered a growth rate of 
6.8 per cent, thus bringing the average annual growth 
rate in agricultural production during 1967-1969 to 
3.6 per cent which is still below the target rate of 4.3 
per cent. The inadequate performance of the agricul- 
tural sector has somewhat affected the growth of 
other sectors, especially manufacturing, wholesale and 
retail trade and transport and communications. 


The slow growth of agricultural production also 
adversely affected export trade in this period as the 
country’s exports are largely composed of agricultural 


210 Board of Investments, “Analysis of Projects Approved by the 
Board of Investments, July 1968 — June 1969” (mimeo., 1969). Al- 
though the foreign exchange earnings are reckoned net of imported 
input costs and amortization on imported capital equipment, the 
figures do not allow for the fact that the products expected to be 
exported after processing would in large part have been exported in 
a less highly processed state. 


products. Between 1959 and 1964, exports of goods 
increased by an impressive rate of 10.3 per cent 
annually. After that, the growth rate began to 
decline to only 4.7 per cent during 1964-1967. In 
1968, the total value of exports was even lower than 
in the previous year, mainly because of the poor crop 
of 1967/68. In 1969, with the recovery of agricul- 
tural production, the total value of exports rose again 
at a high rate of 11.3 per cent over the previous year, 
but the average growth rate of exports during 1967 
1969 is around 3.7 per cent per annum. 


The performance of imports for the whole period 
from 1959 diverged significantly from that of exports. 
During 1959-1964, imports grew at about the same 
rate as exports, but in the subsequent period of 1964- 
1967, imports increased sharply by 15.9 per cent per 
annum, while the growth rate of exports declined 
substantially. The annual growth rate of imports 
during 1967-1969 was about 11.6 per cent, while that 
of exports was only 3.7 per cent. This resulted in a 
rapid widening of the trade deficit from US$211.8 
million or about 5 per cent of GDP in 1966, to 
US$595 million or about 9.9 per cent of GDP?!! in 
1969. 


Thailand has substantial surpluses in its services 
account which cover the major part of the trade 
deficit, with the result that the over-all deficit on 
goods and services amounted in 1966 to US$17.9 
million or 0.4 per cent of GDP and in 1969 to 
US$321.2 million or 5.3 per cent of GDP.2!2 How- 
ever, owing to the large inflow of transfer payments 
and foreign capital, the country has had surpluses in 
its basic balance of payments; consequently its inter- 
national reserves increased every year to record about 
US$922 million at the end of 1968. In 1969 the 
country is expected to have a deficit of US$48 million 
in its basic balance of payments for the first time, 
even after account is taken of both transfer payments 
and foreign capital inflow.? 


Thailand used to have high domestic savings 
rates, with the marginal propensity to save recording 
0.35 during 1957-1967. Since 1968 consumption has 
increased sharply and has reduced the marginal pro- 
pensity to save to about 0.09. During 1967 and 1969, 
the saving ratios fell in both public and private 
sectors. In particular, the budget deficit rose from 
7.6 per cent of Government revenue in 1966 to 19.5 
per cent in 1969. 


1966 1967 1968 1969 
211 Deficit on goods (US$ million) 211.8 385.7 501.2 595.0 
Ratio to GDP (per cent) 5.0 8.3 9.0 9:9) 


Deficit on goods and services 


(US$ million) 17:9 -107:6 212\7 7 3202 


Ratio to GDP (per cent) 0.4 pH! 3.8 5.3 
Source: Bank of Thailand. 

212 Tbid. 

213 [bid. 
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In 1969, money supply increased by 5.0 per cent, 
compared with 7.5 per cent in 1968. However, the 
consumer price index for the whole country increased 
by 2.0 per cent in 1969 compared with 1.8 per cent 
in 1968.214 


Generally speaking, the economy of Thailand in 
1969 grew at a satisfactory rate with some degree 
of stability, although the rate was lower than the 
target rate. Nevertheless, there are some urgent 
problems connected with the widening trade and 
budget deficits confronting the Thai economy. 


Agriculture 


In 1969, agricultural production increased by 6.8 
per cent against a mere 0.4 per cent in 1968. In 
spite of this impressive growth, the percentage share 
of the agricultural sector in GDP declined from 28.3 
per cent in 1968 to 28.0 per cent in 1969, due to 
faster rates of growth in other sectors. 


Rice is the most important crop, accounting for 
10.7 per cent of GDP? and 38 per cent of exports. 
Output of paddy in 1969/70 is estimated at 13.4 
million tons against 12.4 million tons in the previous 
year. However, the problem of rice has shifted from 
the bad weather conditions in 1968 to the export 
market situation in 1969. 


In 1967 and 1968, rice exports were restricted 
by the Government to maintain sufficient supplies for 
domestic consumption and this caused the traditional 
importers of Thai rice to turn to other sources for 
supply. When the rice export quota was relaxed as 
a result of a larger domestic supply, some difficulties 
were encountered in selling to the traditional markets 
because of the existence of large stocks and keen com- 
petition from the United States, mainland China, Japan 
and Burma. Even with the reduction of the export 
premium to stimulate sales, rice exports did not 
increase materially, largely because foreign buyers of 
Thai rice expected a further reduction in the premium 
and price. The future rice policy, therefore, seems to 
necessitate careful consideration. 


Among the crops which have good prospects for 
external demand, but have problems in increasing 
production, are rubber and maize. The output of 
rubber ranks second only to rice, contributing about 
4.8 per cent of total crop value and 11.1 per cent 
of total exports in 1967. Most rubber trees in 
Thailand are aging and give a very low average yield. 
The average yield in 1968 was estimated to be 20 
per cent lower than that of estate production in 
Malaysia.26 To encourage replanting of high-yielding 


214 Department of Commercial Intelligence, Ministry of Economic 
Affairs. 

215 At 1962 prices in 1967. 

216 Ministry of Agriculture, ‘A Forecast of Rubber Production in 
Thailand (1969-1980)”. 


varieties, the Government set up a Rubber Replanting 
Aid Fund to provide financial assistance to the planta- 
tion owners who are willing to replant with high- 
yielding varieties. In 1969, only 7.2 per cent of the 
total area of 4.5 million rai was replanted.247_ The 
output of rubber in 1969 was estimated at 265 
thousand tons,”!® an increase of 2.8 per cent over the 
previous year. 


The output of maize in 1969 was estimated at 
1.7 million tons, an increase of 26 per cent over the 
previous year. Because of the limited arable land, 
the farmers have continuously encroached on the 
reserved forest for maize cultivation. The Agricul- 
tural Promotion Department is of the opinion that 
expansion of arable land would be difficult without 
converting part of the reserved forest and woodland 
held by farmers into arable land. Another possibility 
would be to diversify the use of marginal paddy land 
for other cash crops. 


The crops with promising prospects for external 
demand, and whose domestic production can be 
expanded, are cassava, tobacco, kapok and castor 
beans, provided that appropriate measures for export 
promotion are taken. In 1969, output of tobacco 
increased by 3.0 per cent, kapok by 42.0 per cent 
and castor beans by 12.0 per cent, while output of 
cassava declined by one per cent. 


The crops whose production could be increased 
with the rise in domestic demand are cotton, ground- 
nut, mung beans and soya beans. They are inter- 
mediate products for the textile and vegetable-oil 
industries. In 1969, the output of cotton increased 
by 24.7 per cent over the previous year, groundnut 
by 20 per cent, mung beans by 26.4 per cent and 
soya beans by 32.4 per cent. 


The crops that encounter problems of fluctuations 
in prices and production are kenaf and sugarcane. 
The price and world. demand are the major factors 
causing such fluctuations for kenaf. After a sharp 
drop in 1968, the output of kenaf increased by 72.4 
per cent in 1969, following the increase in prices in 
the previous year. To regulate the fluctuations in 
prices and production, the Government guarantees the 
price for Grade A kenaf and undertakes measures to 
promote kenaf production.?19 


The output of sugarcane is estimated to have 
increased in 1969 by 12.6 per cent over the preceding 
year, because of a significant shift from cotton to 
sugarcane in the central region. There was a poor 
return for cotton in the previous year because of water 
shortage and heavy damage inflicted by insects and 
diseases. The increase in the output of sugarcane, 

217 Ibid. 


218 Annual plan for 1970. 
219 Board of Trade. 
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however, exceeded the domestic requirement and the 
prices of sugarcane during 1969 were lower by 18 
per cent compared with the previous year. Most of 
the existing sugar factories in Thailand are out-of- 
date and the cost per unit of production is higher than 
the world price. When there was over-production of 
sugar, exports of the surplus were subsidized by the 
special cess collected at the factories at the expense of 
domestic consumers. Thailand has now joined the 
International Sugar Agreement which will enable it to 
export a specific quantity of sugar at reasonable 
prices. It may be necessary for the Government, 
therefore, to regulate sugarcane production, with a 
view to meeting domestic demand and _ obligated 
export. 


Common problems which cause low yields from 
all crops are water shortage, insects and diseases, 
backward technology and lack of working capital. 
These problems can be solved by irrigation, research 
and extension services and agricultural credit. As 
for irrigation, it may be advisable to shift attention 
from highly capital-intensive projects to simpler ones, 
such as ditches and dykes which are greatly needed. 
This shift would reduce capital requirements which 
are already much higher than domestic resources can 
support, and would, in turn, help to reduce the trade 
deficit. Moreover, the changes in world demand 
indicate that Thailand should further diversify pro- 
duction from rice to other cash crops. Irrigation 
projects should therefore be adjusted to fit into a 
new pattern of diversified agricultural production. 


In 1969, livestock production increased by 1.5 
per cent over the previous year. The demand 
prospects for livestock in both domestic and external 
markets has been promising. With the availability of 
grazing land and animal feed, a much higher output 
could be attained if animal husbandry is effectively 
promoted. The growth rate of livestock in Thailand 
during 1962-1975 has been estimated at 4.8 per cent 
per annum.22° 


The output of fisheries has increased rapidly in 
recent years, owing largely to the application of new 
technology in deep-sea fisheries. Since 1960, the 
annual growth rate of fisheries output has been about 
15 per cent; in 1969 the output increased by 10 per 
cent over the previous year. These rates of growth, 
however, may not continue in the future. The growth 
rate of fisheries in Thailand during 1962-1975 has 
been estimated at 6.8 per cent per annum.22!_ The 
growth rate of forestry in 1969 was estimated at 5.0 
per cent. 


Manufacturing 


Production of the manufacturing sector increased 
by 10 per cent in 1969, the same rate as in the 
220 FAO, Indicative World Plan for Agricultural Development to 


1975 and 1985, Vol. Il, p. 40. 
221 Ibid. 
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previous year.2?2 Consequently, the share of manu- 
facturing in GDP increased from 13.0 per cent in 
1968 to 13.3 per cent in 1969. Practically all the 
major manufacturing industries increased their out- 
put at impressive rates during the year, with 26.5 
per cent in cement, 15.9 per cent in petroleum products, 
15.2 per cent in cotton textiles and 14.3 per cent in 
gunny bags. Sugar and tobacco, on the other hand, 
only grew at about the same rate of GDP. 


It is the Government’s policy to leave industrial 
development mainly in the hands of the private sector 
and provide appropriate incentives and promotional 
measures. The Government (1) applies measures such 
as income-tax holiday and duty-free import of certain 
essential industrial inputs to attract private domestic 
and foreign investment in manufacturing undertakings 
through the Board of Investment, (2) provides finan- 
cial assistance in the form of low-interest, long-term 
loans to large and medium-scale industries through 
the Industrial Finance Corporation and to small-scale 
industries through the Small Industry Loan Board, 
and (3) conducts research and feasibility studies on 
selected industries and establishes pilot projects in 
small industries as examples for private individuals 
to follow. It is the Government’s policy to promote 
the industries which atilize indigenous raw materials, 
generate local employment opportunities, and provide 
production for export by bringing in modern and 
effective techniques of production. Industries which 
are eligible for promotional privileges include pre- 
served foods, vegetable oils, chemical fertilizers, 
machinery, cement and cement products, electronics, 
steel and paper. In 1969, the Board of Investment 
granted promotional privileges to 117 companies, with 
a total registered capital of 1,342 million baht, 36 per 
cent of which is foreign capital. These new companies 
will import machinery to the total value of 2,679 
million baht and create employment opportunities for 
some 19,000 persons. The largest foreign investment 
in 1969 came from Japan with a net??? registered 
capital of 82.6 million baht, followed by China 
(Taiwan) (74.6 million baht), Malaysia (38.8 million 
baht), the United Kingdom (33.6 million baht) and 
the United States (10 million baht). Major promoted 
industries were textiles, electronics, plastics, food 
canning, paper and steel. 


Other sectors 


Other sectors which had a growth rate higher 
than that of GDP in 1969 are electricity and water 
supply, banking, insurance and real estate, and public 
administration and defence. In 1969, value added 
by electricity and water supply increased by 18 per 
cent, against 22.4 per cent in 1968, while banking, 
insurance and real estate maintained the previous 


222 Annual plan for 1970. 
223 Registered capital less cancellations. 
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year’s growth rate of 10 per cent. Public administra- 
tion and defence, on the other hand, increased by 
12 per cent, against 11.5 per cent in 1968, because 
of the growing need for internal security. 


The sectors whose rate of growth was similar 
to that of GDP were construction, transport and 
communications, and wholesale and retail trade. In 
1969, value added by construction increased by a 
mere 8 per cent compared with a much higher rate 
of 14.9 per cent in the previous year. The significant 
slow-down in the growth rate of construction was due 
to the completion of the United States military con- 
struction programme and to the decline in private 
urban building in anticipation of the United States 
military withdrawal from the country. The growth 
rate of transport and comunications, on the other 
hand, declined from 10.1 per cent in 1968 to 8.5 per 
cent in 1969, while wholesale and retail trade main- 
tained the previous year’s growth of 8 per cent. 


The sectors which registered lower growth rates 
than that of GDP are mining and quarrying, owner- 
ship of dwellings, and services. The slow-down in 
the growth of mining and quarrying from 8.1 per 
cent in 1968 to 4.8 per cent in 1969 was mainly due 
to the decline in the output of tin as a result of the 
reduction in the export quota determined by the 
International Tin Council.224 Value added by owner- 
ship of dwellings increased by 4.4 per cent and 
services by 5.8 per cent, about the same rates as in 
the previous year. The growth rate of services during 
1968 and 1969, however, was considerably lower than 
the 7-8 per cent achieved in the previous years, and 
this partly reflects the effect of the United States 
military withdrawal from this area and the reduction 
in the number of United States military personnel 
visiting Thailand from the Republic of Viet-Nam. 


Exports of merchandise 


Exports of merchandise, after a poor performance 
during the past two years,?25 rose from their low base 
by 11.3 per cent in 1969, for an over-all growth rate 
of only 3.7 per cent during 1967-1969. In 1969, rice 
exports amounted to slightly over one million tons, 
about the same level as in 1968, though output of 
rice in 1969 was 9.7 per cent higher than in the 
previous year. The low level of rice exports in 1969 
was not due to the restrictive policy of the Govern- 
ment but to keener competition in Thailand’s tradi- 
tional markets from the United States, mainland China, 
Burma and Japan. The export price of rice in 1969 
was 12.3 per cent lower than in the previous year 
and this accounted for the reduction of 15.4 per 
cent226 in the value of total rice exports during the 
year. 

224 Bangkok Bank, “Special Study on Tin”. 
225 Exports of merchandise increased by only 0.5 per cent in 1967 


and declined by 3.4 per cent in 1968. 
226 Bank of Thailand. 


In 1969, rubber exports increased by 2 per cent 
against 19 per cent in 1968. Owing to an increase 
of 34.9 per cent in the export price, the value of 
rubber exports during the year rose by 37.7 per cent, 
compared with an increase of 15.4 per cent in 1968. 
Tin exports, on the other hand, were restricted by 
the quota of the International Tin Council during 
the early months of the year, and the volume of 
exports was slightly lower than in 1968. However, 
because of the increase of 12.5 per cent in the export 
price, the value of tin exports in 1969 rose by 
11.9 per cent over the previous year. There are 
good prospects for tin exports in 1970 because of the 
price rise and the lifting of the export quota at the 
end of 1969,?27 


Maize exports registered a moderate increase of 
8.1 per cent in 1969, compared with a sharp rise of 
35.8 per cent in the previous year. As a result of 
the increase of 4.7 per cent in the export price, 
against the decline in 1968, the value of maize exports 
rose by 17.6 per cent compared with a corresponding 
increase of 14.8 per cent in the preceding year. 


Exports of tapioca products rose by 7 per cent 
in 1969, against 13.7 per cent in 1968, but the 
value of exports increased by 8.2 per cent, compared 
with 6.3 per cent in the previous year, because of 
the general increase in the export prices of tapioca 
products. Exports of jute and kenaf, on the other 
hand, after a bad year in 1968, increased in both 
quantity and value in 1969, by 10.4 per cent and 
38.7 per cent respectively. 


Exports of teak, another important traditional 
export, have declined in the last few years, mainly 
due to the depletion of supply and the conservation 
policy of the Government. In 1969, teak exports 
declined by 4.9 per cent in volume and 5.3 per cent 
in value. The new export items, which surpassed teak 
in terms of export value in 1968, were fresh, frozen 
and preserved shrimps and tobacco leaves. 


In 1969, shrimp exports increased by 3.7 per 
cent in volume, but the value was 6.3 per cent lower 
than in the previous year because of the significant 
drop in export prices. The export price of shrimps 
improved towards the end of 1969 and the shrimp 
export trade is expected to flourish in 1970. Because 
of the poor weather conditions in the tobacco-growing 
areas which adversely affected the quality and quantity 
of the product, the export price for tobacco fell by 
13.5 per cent, and exports declined by 11.8 per cent 
in volume and 23.6 per cent in value. Improved 
weather conditions during the growing season of the 
new crop have brightened the prospects for tobacco 
exports during 1970. 


227 Bangkok World, 30 December 1969. 
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Kapok fibre is another commodity which appears 
to have good prospects for export. In 1968 there 
was a sharp rise in the quantity and value of exports 
by 10.8 per cent nd 34.5 per cent respectively. In 
1969, large orders from abroad prompted a rapid rise 
in the domestic price of kapok and made it difficult 
for exporters to fulfil their export contracts, with the 
result that kapok export declined by 33.8 per cent in 
volume and 21 per cent in value in 1969. 


The above review of export performance indicates 
that, with the exception of rice and teak, the prospects 
are promising for other major export commodities. 
Even in kapok fibre, if exports are properly organized, 
the prospects for export would be brightened. 


Imports of merchandise 


In 1969, the value of imports rose by 14.5 per 
cent, against 8.6 per cent in 1968. Imports of capital 
goods increased by 8.8 per cent, against 15.4 per cent 
in 1968, while imports of intermediate products and 
raw materials (chiefly for consumer goods) rose by 
10 per cent in 1969, against 8.7 per cent in the 
previous year, and intermediate products and raw 
materials (chiefly for capital goods) rose by 23.7 per 
cent in 1969, against a decline of 5.6 per cent in 
1968. Imports of consumer goods, on the other hand, 
increased by 6.4 per cent in 1969, against 3.2 per 
cent in 1968. 


Trade balance 


The different performances of exports and imports 
resulted in a rapid increase in the trade deficit, from 
4.8 per cent of GDP in 1966 to 9.1 per cent in 1969. 
About 25.3 per cent of total imports of merchandise 
in 1969 had their own sources of foreign exchange. 
They included (i) imports in connexion with the 
United States military programme; (ii) imports under 
foreign grants and loans for development projects; 
and (iii) imports required for industrial promotion 
projects. 


Services 


In regard to service transactions, there has been 
a significant rise in receipts from United States 
military expenditure since 1966. In 1965, these 
receipts were equivalent to about 7.3 per cent of the 
total exports of goods and the percentage rose steadily 
from 18.7 per cent in 1966 to 37.1 per cent in 1968, 
but declined to 28.3 per cent in 1969. The receipts 
from this item, in effect, accounted for the sizeable 
surplus in the services account of the balance of 
payments during the last few years. In 1967, the 
surplus in services was equivalent to about 5.5 per 
cent of GDP. In the succeeding years, the percen- 
tage fell slightly to 5.3 per cent in 1968 and 4.8 per 
cent in 1969, The receipts from United States 


military expenditure are an important factor, helping 
to cover the level of the trade deficit in recent years, 
and the withdrawal of United States military personnel 
may create some problems in the country’s balance 
of payments. These problems may be lightened by 
the increase of earnings from tourism. In 1969, total 
income from tourism, excluding income from R-and-R 
visits of United States military personnel from the 
Republic of Viet-Nam, rose by 18.8 per cent against 
17.8 per cent in 1968, and represented 8 per cent 
and 7.5 per cent respectively of total export earnings. 


Balance of payments 


Considering the balance of irade together with 
transfer payments and capital movement, Thailand’s 
international reserves in 1969 are expected to fall by 
some $48 million. In 1970, the country may lose 
even more, and the drain on international reserves 
may continue in subsequent years if no appropriate 
measures are taken to cope with the situation. These 
measures could be for reducing imports or increas- 
ing exports, or a combination of the two. 


Resource gap 


In 1969, total capital formation increased by 8 
per cent, but domestic savings increased by only 5.6 
per cent, compared with an increase of 8.3 per cent 
in capital formation and 0.5 per cent in domestic 
savings in 1968. Before 1967, the size of the resource 
gap was about one per cent of GDP but it expanded 
rapidly to 2.2 per cent in 1967 and 4.6 per cent228 in 
1969. 


The rapid expansion of the resource gap in 
recent years was due mainly to the sharp rise in the 
marginal propensity to consume and the continued 
growth in capital formation. Total consumption 
increased by 10 per cent per year, compared with a 
growth rate of 7.8 per cent in domestic production. 
This development should be closely examined in order 
to apply remedial measures. 


Public savings 


In the public sector, Government revenue 
increased by 11.6 per cent in 1969, against 12.6 per 
cent in 1968, and consumption expenditure increased 
by 13.1 per cent in 1969,/against 16.9 per cent in 
1968, resulting in an increase in public savings of 8 
per cent in 1969, against 3.4 per cent in 1968. The 


228 (billion baht) 
1966 1967 1968 19698 
Capital formation 22.80 29.15 31.56 34.07 
Domestic savings 22.44 26.75 26.87 28.38 
Resource gap 0.36 2.40 4.69 5.69 
Percentage of resource gap to 


GDP (%) 0:38 912.22. 5 4.06, 4:5 
Source: National Economic Development Board (NEDB). 


* Preliminary. 
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Table II-2-30. Thailand: Balance of payments, 1966-1969 
(Merchandise imports classified by sources of foreign exchange) 


(in billion baht) 


1966 1967 1968 19698 
1. Imports of merchandise : 18.30 21.96 23.84 27.20 
2. Less: Imports under official grants and loans . 1.17 1.47 1.68 1.32 
a Imports for US military expenditure . 1.64 2.72 2.75 244 
4 Imports required for industrial promotion 
projects : 1.45 2.01 2.41 3.13 
DeetAd usted stinportsull yy iaer sculpt lee. eke 14.04 15.76 17.00 20.31 
6 Capital goods and raw materials . Dae, 6.94 Tey? 9.00 
ie Imports on instalment basis 0.61 1.00 1.33 3.10 
8. Consumer goods and others 7.65 7.81 8.16 8.21 
9. Exports of merchandise 13.82 13.81 13.27 14.82 
10. Adjusted trade deficit (9-5) . S022 9s evils —5.49 
11. Service receipts (excluding US military 
expenditure) . PINAOW. TAN, 2.10 2.17 1.98 Page 
12. Service payments. ah «s,s 0.84 1.03 1.41 1.38 
13. Net services (3+14+11—12) . 3.85 5.25 5.50 5.03 
14. Net inflow of US military expenditure 0.94 1.39 2.17 1.76 
15. Net inflow of official loans and transfers . mios AN WA) 0.03 —0.33 
16. Net inflow of private loans and transfers . 1.39 0.30 0.75 1.32 
17. Net inflow of foreign travel and investment 
income PRLS yet C 0.26 0.66 0.65 0.94 
18. Change in international reserves 
(10+11—124+144+154+16+17)? 3.28 1.27 0.45 —1.00 
Percentage of GUP: 
Adjusted trade deficit . 0.23 1.81 3.23 4.37 
Total trade deficit . 4.78 7.55 9.16 9.87 


Source: Bank of Thailand. 
Notes: 


* Preliminary. 


Services exclude foreign travel and investment income. 


> Figures do not necessarily add to totals due to rounding. 


marginal propensity to save with respect to govern- 
ment revenue was about 0.34 between 1961 and 1967 
but fell steadily to only 0.14 during 1967-1969. This 
unfavourable trend requires rectification, especially as 
the draft annual plan for 1970 envisages a low growth 
rate of government revenue as compared with 1969, 
while current expenditure is expected to expand at 
the same rate as in the previous year. As a result, 
public savings are projected to be lower than those 
of 1969. In other words, a negative marginal pro- 
pensity to save is envisaged. 


In these circumstances, a policy of austerity may 
be called for, along with measures to raise the level 
of government revenue which, in turn, will serve to 
reduce consumption in the private sector. 


Public finance 


If current expenditure is added to investment 
expenditure, it appears that the budget cash deficit 
rose sharply from less than 10 per cent of govern- 
ment revenue before 1967 to 19 per cent in 1969, 
and the deficit is expected to be about 28 per cent in 


1970.229 The normal practice was to finance the cash 
deficit largely by non-inflationary resources and this 
was an important factor responsible for economic 
stability in the country. If the decline in the marginal 
propensity to save is not halted, the Government may 
be forced to resort to large borrowings from the Bank 


of Thailand. 


Private savings 


The private sector’s marginal propensity to save 
with respect to disposable income was about 0.32 
before 1967, but there was a sharp drop to 0.10 in 


1967-1969. In the 1967-1969 period, the rapid in- 
229 (billion baht) 
1966 1967 1968 1969 
Government revenue 12.71 14.78 16.65 18.58 
Government total expenditure 13.64 17.35 19.74 22.20 
Budget cash deficit S20 0502.5 /00=s3.09 533162 
Borrowing from Bank of Thailand 
Use of treasury cash balance 2.45 2.02 1.44 0.96 
Other receipts 0.47 059 0.44 1.24 
Percentage of cash deficit to 
Government revenue 7.65 17.36 18.55 19.45 


Source: National Economic Development Board (NEDB). 
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crease in private consumption, at a rate of 8.5 per cent 
per annum, coupled with a lower rate of growth of 7.1 
per cent in disposable income, resulted in an increase 
in private domestic savings of only 2.6 per cent. In 
1969, disposable income increased by 7.6 per cent, 
against 6.6 per cent in 1968; private consumption 
rose by 9 per cent, against 8 per cent in 1968; and 
domestic savings increased by 3.3 per cent, against 
2.2 per cent in 1968. 


The rapid increase in consumption expenditure 
in recent years suggests that it is necessary to curb 
consumption and to increase saving through measures 
such as increased taxation of the high income group 
and spending on luxuries, tightening of credit facilities 
for consumer durables (e.g., automobiles for personal 
use) and restrictions on certain businesses or activities 
which encourage spending on luxuries. 


Money supply and prices 


During the 1968/69 fiscal year, money supply 
increased by 5 per cent, against 7.5 per cent in 
1967/68. The main factor responsible for the 
expansion in money supply was the increase in net 
bank claims on the public sector. On the other hand, 
the fall in foreign assets absorbed part of the money 
supply. Bank credit extended to the private sector 
increased substantially but time and saving deposits 
and other bank liabilities together helped to reduce 
its inflationary impact. 


The wholesale price index rose by 0.4 per cent?#? 
in 1969, while the consumer price index increased by 
2 per cent,?*1 indicating a moderate degree of stability 
in the economy during the year. 


Problems and policy issues for 1970 


Two important problems confront the Thai 
economy, namely the trade and budget deficits. To 
solve these problems, it seems necessary to increase 
taxation to slow down consumption, while the long- 
term efforts of boosting production and exports should 
continue unabated. 


In increasing production and export, what can 
be done soon and without much difficulty, appears to 
be in the agricultural sector. Attention should be 
given to the promotion of cash crops which have 
good prospects for external demand and production, 
and to market research, export promotion and 
management, to ensure that the quality, quantity and 
prices of exports are set at levels that will allow the 
market for such products to expand further. Develop- 
ment projects and programmes to increase production 
need to be carefully designed to take into consideration 


230 First 10 months of 1969 on corresponding period of 1968. 
231 First 8 months of 1969 on corresponding period of 1968. 
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not only the production processes but also various 
linkages from production to the final markets, to 
make sure that there will be no bottlenecks and other 
problems. 


With respect of agricultural production, a more 
effective plan seems necessary, placing more emphasis 
on intensive cultivation. Investments in irrigation, 
research and extension services, agricultural credits, 
agricultural co-operatives and land utilization could 
yield quick returns. An investment programme for 
irrigation,?°? for instance, should give greater emphasis 
to smaller-scale projects yielding more immediate 
benefits, such as the building of ditches, dykes, and 
embankments to provide water for larger areas, 
instead of highly expensive dams and similar capital- 
intensive projects. 


Moreover, the new irrigation projects should be 
designed to provide greater benefit to the production 
of cash crops other than rice, in accordance with 
the changing market conditions and consistent with 
the policy of agricultural diversification. As for rice 
cultivation, instead of increasing acreage, emphasis 
should be given to raising the yield per hectare to a 
level comparable with that of some other Asian 
In general, greater area should be 
reserved for the production of other cash crops. 


To increase the output and export of individual 
products, separate programmes should be made to 
suit the specific problems and market prospects of a 
particular crop. Rubber and maize have good market 
prospects but some difficulties are encountered in 
increasing their production. The policy for these two 
crops should be designed to raise output as well as to 
improve the quality of the products. The acreage for 
maize should be expanded, if possible, to include 
marginal paddy lands, woodlands and the encroached 
forest lands. The output of rubber, on the other 
hand, could be raised by replanting and improving 
the curing process. 


Regarding manufacturing, the target growth rate 
of 10 per cent per annum, as specified in the annual 
plan for 1970, is about the same as that of past 
performance. This growth rate is not sufficient to 
bring about any significant transformation and struc- 


232 Development expenditures on irrigation in 1969 totalled 1,634 
billion baht, which represents about 66 per cent of total development 
expenditures for agriculture. 

233 The yield of rice per hectare is low in Thailand by the standards 
of many Asian countries, including not only China (Taiwan), the 
Republic of Korea and Japan but also Malaysia, Ceylon and Indonesia, 
It is interesting to note that the farmers who used improved seeds 
provided by the Rice Department, with appropriate control of water 
and fertilizers, were able to double their yield per hectare. However, 
this has been done on a limited scale only. If this new practice were 
adopted by farmers throughout the country, the yield per hectare 
could be raised considerably. 


ee 
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tural change.?*4 The existing target rate should be 
raised and the development programme for manu- 
facturing should be revised to bring about a higher 
rate of growth. 


Although the promotion of industries is considered 
satisfactory so far as attracting private domestic and 
foreign investors is concerned, its real contribution 
to GDP and to the international reserve position needs 
to be assessed. 


The development of the tertiary sector was 
concentrated in infrastructure during the first plan 
and the early period of the second plan. During 
the later years of the second plan, when the country 
is being confronted with the problems of trade and 
budget deficits, development investments ought to be 
shifted towards directly productive activities in order 
to reduce the capital-output ratio or to increase the 
output relative to capital invested. Another form of 
investment which is essential for creating an economic 
base for the nation and bringing about high efficiency 
is in education to raise the productivity of labour. 
In 1969, development expenditure for education was 
raised to 24.8 per cent of total expenditure, against 
22.4 per cent in 1968, and in 1970 it is expected 
to be 26.2 per cent. This momentum should be 
maintained at least for the next four or five years. 


234 A study made by the ECAFE Regional Centre for Economic 
Projections and Programming found that a growth in manufacturing 
of 10.7 per cent per year would only raise the share of manufacturing 
to GDP from 14.5 per cent to 18.9 per cent of GDP within a period 
of thirteen years (1967 to 1980). 


With respect to Government expenditure, the 
performance in the last few years indicates a sub- 
stantial expansion in consumption and a decline in 
public sector savings. A serious effort to improve this 
situation by increasing revenue and slowing down 
consumption expenditure may be called for. Govern- 
ment revenue can be increased by improving tax 
administration and imposing higher tax rates on 
higher income groups and persons who receive large 
benefits from the society. 


In Thailand, the planning process may now be 
able to make increasing use of the tools of economic 
analysis and prepare a policy-frame for the various 
agencies to formulate development projects and the 
preparation of the annual budget. It may be possible 
to follow closely the operation of each approved 
project, to assess its progress, and to identify and 
solve the problems involved. Familiarity with the 
progress and the problems would greatly facilitate 
the formulation of annual plans in time for the annual 
budget preparation by the Budget Bureau. 


The economic situation in the immediate future 
may not be as favourable as in the past. Even so, 
the future prospects for the Thai economy remain 
promising, and it should be able to maintain high 
rates of growth, provided that more efforts are made 
in the preparation, implementation, and co-ordinafion 
of development plans and policies. 
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27. Index numbers of wholesale prices... ate 
28. Index numbers of prices received and paid. by farmers ... 
29. Price quotations of major export commodities 
80. Wages Fem Be eee, seg F 
81. Consumer price ‘index numbers 


82. Currency and banking 

88. Balance of payments : a 

84. Government revenue and expenditure one 

35. Major components of tax revenue ... 

36. Major components of government expenditure .. 


UNITS AND SYMBOLS EMPLOYED 


Unless otherwise stated “tons” relate to metric tons, and “billion” 


The following symbols have been used throughout: 


* 12 months beginning 20-28 March of the year stated. 
A 12 months beginning April of the year stated. “ick 
y 12 months ending September of the year stated. -— 
12 months ending June of the year stated. r 
i, U, IJ, and IV for quarters of years. 


| 


signifies a thousand million. 


not applicable. 

not available. 

nil or negligible. 

revised figures from this issue. 
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Page 
214 


217 
218 
219 


220 
221 
223 
225 


227 
228 
232 
233 
234 
235 
239 


240 
241 
242 


244 
246 
255 
257 
258 
261 
264 
266 


267 
268 
269 
271 
272 


273 
276 
278 
279 
281 


Figures in italics are provisional or unofficial. 


Substantial breaks in the homogeneity of a series are indicated either by a horizontal line across the column 


or by vertical double lines in a row of figures. 


SOURCES 


To ensure comparability, data compiled or published by the United Nations Statistical Office have been 
incorporated wherever feasible; material supplied by governments, publications of governments, of the United 
Nations specialized agencies and of international commodity study groups have been used as additional sources. 


(See also explanatory note on page iv, Economic Survey of Asia and the Far East, 1969) 
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REGIONAL STATISTICS 


1. DEVELOPING ECAFE REGION: REGIONAL STATISTICAL SERIES f 
Annual and quarterly figures / 


1963 | 1964 | 1965 | 1967 | 1968 1969 


POPULATION? (Midyear estimates, millions) 
Series A 1589 1621 1658 1692 1727 1762 | 1796 
Series B ‘ 880 901 927 950 974 998 | 1 022 
AGRICULTURAL PRODUCTION 
Index of agricultural production? (1952—1956=100) 


Aligcommoditios: |. an nee ne 129 131 130 131 138 144 150 
Food ; yah wag aya 129 132 129 130 137 145 150 
Per capita food 5 oe eer ee ae 104 104 100 98 100 103 104 
Production 
Cereals (million tons) 
gtlel=) (feyelsh Al 5G a a & 128.5 | 133.4] 119.8 | 120.0} 133.6 | 141.2 | 145.6 
Wheattacs jc i See ae 20.4 19.4 22.6 20.2 22.6 30.8 32.8 
Maize : are 11.6 13.2 11.9 12.9 14.4 14.2 15.4 
Millet and sorghum we 17.9 19.0 14.9 17.7 20.0 17.9 18.6 
Starchy root crops (million one) 
Potatoes : F 4.5 3.9 5.1 5.6 5.1 6.0 6.6 
Sweet potatoes ‘and yams : 9.4 12.7 11.8 11.6 10.6 11.2 11.6 
Cassava , vere 17.4 18.5 17.6 19.2 18.6 20.2 20.4 
Oilseeds (heusand ese) 
Groundnuts (in shell). . . 6324 | 7021 | 5368 | 5662 | 6981 5722 | 6744 
Copra . Sale Ee 2667 | 2710 | 2701 | 2861 | 2538 | 2575 | 2517 
Tea (thousand tons) Noah vee 670 700 707 708 716 748 752 
Tobacco (thousand tons) . . 770 811 830 843 934 1003 976 
Fibres (thousand tons) ; 
Cotton (lint). . SEP ts 1596 | 1597 | 1498 1546 1 702 1701 oar . ; ' . 
Jute and allied fibres. . 2794] 2720 | 2810 | 3094 | 3031 | 1960 | 2946 4 . . F 
Natural rubber (thousand tons) 1895 |} 2020 | 2148 | 2249 | 2284 | 2445 | 2668 
INDUSTRIAL PRODUCTION S 
Index of industrial production® (1963=100) 
Mining and manufacturing. . 100 110 120 125 132 143 ais 139 144 151 155 154 
Mining 7g Gia oe, Ree ee 100 107 117 125 141 156 ae 156 159 164 165 172 
Manufacturing . . eae 100 110 120 125 129 139 mer 134 139 146 151 148 
Light manufacturing | oe 100 109 119 124 128 134 Bae 129 133 139 146 142 
Heavy manufacturing . . 100 112 121 126 131 148 ake 144 150 158 158 157 
Food, beverages, tobacco . 100 105 113 125 125 132 it 126 128 137 155 148 
Textiles . . 100 114 ii Wy/ 116 120 129 aN’ 123 132 132 129 129 
Paper and paper products 100 106 113 124 131 144 ali 142 144 152 147 154 
Chemicals, petroleum and 
coal products. . . . 100 110 114 124 134 153 ay 149 159 165 158 163 
Non-metallic mineral 
PrOGUCIS mney bts pre 100 107 118 122 133 139 Toh 138 135 148 148 150 156 
Basic metals. . . . . 100 103 106 111 110 117 Ape 112 118 126 128 123 126 — 
Metal products . . . . 100 119 134 136 136 160 San 154 163 169 175 169 173) 
Electricity and gas... . 100 114 130 144 161 187 Wie 182 198 199 199 219 227% 
Production (thousand tons) 
Coalu(mtllion ators) eee 81.9 79.2 84.5 86.9 88.0 85.6 Mee 22.1 20.3 20.7 24.2 24.3 24.0 
Iron ore (million tons) . . . 30.0 30.3 33.4 Shy) 33.7 35.0 ears 8.9 8.6 8.8 9,7 9.1 8.5 
Tin in concentrates . . 91.2 94.5 | 100.2 | 106.3 | 110.5 | 117.6 ate 28.8 31.2 28.6 29.2 28.6 29.7 
Petroleum, crude (million tons) 101.6 | 114.2 | 129.7 | 139.5 | 165.5 | 178.7 Scie 42.8 45.9 47.5 50.8 $1.3 53.3 
Salt ae (oO a eis aie ee 7284 | 7294 | 7802 | 7031 | 7610 | 6430 Peel no O4a eh OoL 796 || 1686 | 3545 | 1 228 
Sugartec i? atmo ASeeietse | 6091 | 6860 | 7862 | 7734 | 6451 | 6279 we 967 777 | 1735 || 3591 | 1 565 642 
Cotton yarn . 1362 | 1472 | 1466 | 1463 | 1501 |} 1573 maa 392 402 391 398 410 416 
Cotton fabrics (million metres) 6508 | 6859 | 6591 | 6506 | 6591 | 6791 woof] UPZE2 © | 2 703) 1654 1 1 670 3) e730 ieee 
Jute manufactures . : 1624 1633 | 1714 | 1682.) 268) | 1772 are 449 445 438 344 369 391 
Paper excluding paperboard ; 510 566 589 691 706 772 hte’ 182 193 208 204 211 218 
Vegetable oils. , 1164} 1404 | 1492 | 1218 | 1295 | 1399 ee 327 341 360 421 417 420 — 
Cement (million tons) sane 18.0 19.3 21.7 24,1 26.1 29.8 A 7.5 7.4 8.0 7.7 8.6 8.4 © 
Steel (ingots and metal for i 
castings) Os Re 6363 | 6413 |} 6845 | 7171 | 7225 | 7196 ..- {| 1731 |1790 | 1830 || 1922 | 1836 | 1945 > 
Tin metal . ntet 87.4 74.3 81.1 91.2 | 106.0 | 113.5 sti 28.0 30.0 27.4 29.2 26.3 29.4 
Electricity (billion kWh) ¥ x 43.3 50.0 60.5 66.5 74.2 84.3 ae 20.9 21.5 22.0 22.2 23.7 24.6 — 
TRANSPORT4 
Railway traffic (billions) 
Passenger kilometres ee 129.0 | 135.0 | 138.5 | 146.5 | 143.0 147.4 Batt 41.0 34.6 35.4 37.0 40.0 38.2 — 
Freight ton-kilometres . . . 111.8 | 112.7 | 123.6 | 125.7 | 182.2 | 137:8 aes 34.9 31.3 32.7 36.8 35.8 35.1 
International sea-borne shipping® (million tons) 
Freight loaded . ... . 134.5 | 150.8 | 174.6 | 179.9 | 218.3 | 228.4 its 49.2 $8.1 58.1 55.8 56.1 57.0 


Freight unloaded. . . . . 83.6 92.9 | 100.0 | 111.7 | 110.2 | 119.2 poate 29,3 28.7 31.3 31.8 31.0 32.7 


‘TERNAL TRADE 
Total value (million US dollars) 


Imports ec) UAE moe! pa a ey 

Exports . . . . | 9365 
Quantum index? ( 1963= 100) 

Imports co EY or) ae ee So 100 

Exports ae ; 100 
Unit value index’ ( 1963— 100) 

Imports Sh aoDC Dacia Coe oo 100 

Exports : es 3 100 
Terms of tradef ( 1963— 100) . ; 100 
tection of trade (million US dollars) 
Imports from: 

ECAFE countries. . . 4 260 


Developing ECAFE countries . 2 487 
Western Europe (including UK) | 3041 


UK owes a) ee fF, 1313 
USSR and Eastern Europe . . 457 
North America . G)i. . 5. 2 897 

POSE es Ge hers: kl Scan. he Me 2473 
OUI AMETICR | sil) be mls 23 
Middle East and Africa. . . 422 

Exports to: 
ECAFE countries. . . 3515 


Developing ECAFE countries . 2126 
Western Europe (including UK) 2720 


Kee be is he a es 1184 
USSR and Eastern Europe. . 532 
Worth America 5 = . |. °. 1567 

Sete Be ds ch! teed es. pes 1 356 
mouth) America. 50% . ta 75 
Middle East and Africa. . . 530 


position of imports» (million US dollars) 
Consumption goods 


ee la peaics Sa Clee a ROT eC 1949 

DEHOTBivisberlssum derhates Gioersttes wes 1617 
Materials chiefly for consumption 

OOdS = Se is 2 600 
Materials chiefly for cae Hi 979 
Capital GOOdB aut <ey GAO acwenls 3 484 


12 650 
10 109 


107 
105 


101 
100 
99 


4 371 
2 441 
3 198 
1 233 
543 
3015 
2 580 
37 
493 


3 804 
2111 
2 639 
1137 
526 
1728 
1543 
95 
632 


2181 
1617 


2 622 
948 
3 841 


Annual and quarterly figures 


1963 Ee 1965 0 1967 | 1968 | 1969 


13 403 
10619 


113 
109 


102 
101 
99 


4907 
2 488 
3 564 
1356 
552 
3 066 
2 870 
42 
487 


3 948 
2251 
2758 
1043 
583 
1949 
1764 
88 
724 


2 352 
1725 


2 892 
1003 
4312 


14054 
11083 


119 
115 


101 
101 
100 


5 630 
2 833 
3584 
1 282 
510 
3 585 
3 323 
56 
556 


4 356 
2 456 
2 638 
1043 
624 
2120 
1 847 
87 
700 


2930 
2 032 


3163 
960 
4166 


15 $52 
12 067 


131 
119 


100 
99 
99 


6 560 
3 128 
3 789 
1 220 
516 
3757 
3 450 
65 
640 


5 101 
2793 
3 038 
1364 
567 
2 357 
2112 
78 
754 


2654 
2 045 


3 508 
1115 
4699 


ports by SITC sections and selected commodity group) (million US dollars) 


Food, beverages and tobacco 


CQiete)) rags a) Parr, SR GR 2 420 

Cereals (041 to 045). . . . 540 
Mineral fuels and related 

materials’ (3)'o 5) Me a 590 
Crude materials, excluding fuels 

oils and fats (2+ 4)... . 2 960 

Textile fibres (26). . . . . 405 


Metaliferous ores and 
metal scrap (28) . .. . 320 


2530 
570 


550 


2920 
450 


380 


2 480 
550 


550 


3 020 
450 


385 


2 390 
530 


640 


3 140 
440 


415 


2 450 
485 


700 


2 890 
380 


410 


16 770 
13 087 


143 
136 


97 
97 
100 


6 971 
3 224 
3 886 
1194 
610 
3 726 
3 415 
70 
748 


5 020 
2647 
2701 
1273 
573 
2723 
2 440 
63 
687 


2 469 
2 208 


4 044 
1121 
5 008 


2 440 
400 


840 


3 220 
430 


420 
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REGIONAL STATISTICS 
1. DEVELOPING ECAFE REGION: REGIONAL STATISTICAL SERIES (Cont'd) 


Ba ee ey 


4144 
3 148 


142 
134 


98 
97 
99 


1 696 
753 
1015 
316 
179 
965 
898 
14 
202 


1 260 
668 
62 
260 
137 
698 
624 
13 
155 


1 280i 
1 0374 


1 878i 
5261 
2 4481 


4151 | 4456 
3405 | 3653 
143} 155 
138 | 150 
97 97 
98 98 
101 99 
1840 | 1985 
832 | 920 
994 | 1002 
296 | 299 
FT| 137 
937 | 906 
835 | 826 
20 21 
241 | 232 
1 356 |. 1.877 
711 704 
754 | 755 
33990 $8322 
137 | 165 
725 | * 753 
650 | 678 
20 15 
192} 209 
Tag 

1171 

2166 

595 

2 560 


4192 
3 400 


140 
135 


99 
101 
103 


AS GY 1G) 


4 386 
3 544 


141 


99 
103 
104 


149 


Tl 


4653 
3716 


161 
159 


98 
104 
106 
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REGIONAL STATISTICS 


1 DEVELOPING ECAFE REGION: REGIONAL STATISTICAL SERIES (Cont'd) 


Annual_and quarterly figures 


1964 | 1965 1966 | 1967 | 1968 | 1969 


EXTERNAL TRADE (Cont'd) 


Exports by SITC sectors and selected commodity group (million US dollars) (Cont'd) 


Chemicals (5) 140 150 165 180 
Machinery and transport 
equipment (7). . 205 200 255 325 
Other manufacturing goods (6 + 8) 2070 | 2370 | 2670 | 2970 
Textile yarn and fabrics (65) g90 | 1000 | 1070 | 1040 
Base metals (67 + 68) 283 329 413 427 
Exports of primary products‘ 
Quantum index (1963= ae 
General . 100 105 111 113 
Food <. 7 = lew 100 103 99 94 
Agricultural materials 100 102 107 111 
Mineral products : 100 114 135 141 
Unit value index ( (1963100) 
General . ss 2 100 99 96 92 
Food . F 100 100 95 92 
Agricultural ictanaie’ 100 96 97 93 
Mineral products ; 100 101 97 90 
Quantity of exports (thousand oa) 
Food 
Fish, fresh or simply preserved 97 114 87 114 
Cereals™ hk een, eas 4831 | 5316 | 4889 | 4345 
Sugar 2279 | 2296 | 2151 | 2.295 
Tea 476 467 481 436 
Spices 118 114 107 108 
Agricultural fie oe 
Hides and skins, raw . . 31 24 24 22 
Oilseeds, cil nuts & oil koenckd 1326 | 1270 | 1150 | 1191 
Rubber, natural. 1831 | 1965 | 2065 | 2075 
Wood and lumber . 6641 | 6882 | 8453 |10 495 
Cotton, raw 310 221 303 247 
Jute, raw 738 755 704 675 
Hemp, raw . 132 123 100 87 
Vegetable oils, not Gesell 652 713 629 781 
Mineral products 
Iron ore (million tons) 16.90 | 18.72 | 19.70 | 20.80 
Tin ore and concentrates . 18 18 13 2 
Manganese ore 924 | 1576 | 1147 | 1348 
Coals. ‘ 1224 | 1592 | 1131 518 
Crude Seurcloun (million sorta 65.2 74.5 92.3 98.5 
FINANCE 
Gold and foreign exchange assets" 
(end of period, million US 
dollars) 3767 | 3544 | 3887 | 4380 


GENERAL NOTE: 


In general, the regional statistical series cover the developing 
ECAFE countries (excluding the developed ECAFE countries of Australia, Japan 
and New Zealand) except mainland China, Mongolia, Nepal and, in most cases, 
Afghanistan and Iran; in some cases, other countries have also been omitted 
because of lack of data. Except in the case of mainland China, countries omitted 
in the regional series are, from the point of view of the series, usually less 
important. To maintain comparability, the countries included in different periods 
for each series are the same. 


a. Series A: including mainland China, North Korea and North Viet-nam; Séries B: 


excluding mainland China, North Korea and North Viet-Nam. 


b. This index was compiled and calculated by the Food and Agriculture Organization 


of the United Nations. 


c. This index compiled by the United Nations Statistical Office covers, Afghanistan, 


Brunei, Burma, Ceylon, China (Taiwan), Hong Kong, India, Indonesia, Iran, 
Republic of Korea, Malaysia (excluding Sabah), Pakistan, Philippines, Singapore, 
Thailand and the Republic of Viet-Nam. For more detailed statistics and explana- 
tory notes see, the United Nations Monthly Bulletin of Statistics. 


d. For countries covered see table 18 but excluding developed ECAFE countries. 


fay 


. Excluding India for quarterly figures. 


f. This index compiled by the United Nations Statistical Office covers Afghanistan, 


Brunei, Burma, Cambodia, Ceylon, China (Taiwan), Hong Kong, India, Indonesia, 
Republic of Korea, Laos, Macau; Malaysia, Pakistan, Philippines, Singapore, Ryukyu 
Islands, Thailand and the Republic of Viet-Nam. The quantum indexes are of 
the Laspeyres type and the unit value indexes of the Paasche type. The index of 
ae of Pas is the result of dividing the export unit index by the import unit 
value index. 


A SE BI tl 


tire ae 


168s 1 9 


Ba si 
op oe 


A 

i 

185 | 200 ' 
a) 

360 465 : 
3280 | 3880 | 
1110 | 1220 

465 | 475 
123 127 ¥ 
90 84 ; 

109 | 123 a 

193 | 194 r 

| 

91 91 j 

97 95 

84 83 

94 97 | 

1 
220 | 124 | 
3506 | 3295 6 
1703 | 1693 1 
477 468 ; 
128 113 
17 12 

998 | 942 4 
2079 | 2326 a 
11013 | 12227 29) 
319 329 | 
527 | 828 ‘ 
76 64 4 
649 | 858 it 
20.18 | 21.98 5.4 
5 2 

1108 1 189 2 
422 695 1 
141.2 | 140.5 3g) 
4538 | 4598 517 

g. For countries covered, see table 20 but excluding developed ECAFE countries. 

h. Comprising Burma, Cambodia, Ceylon, China (Taiwan), Hong Kong, India, 
Indonesia, Republic of Korea, Laos, Malaysia, Pakistan, Philippines, Singapore, — 
Thailand and Republic of Viet-Nam, 

i. Ist half of 1968. 

j. Comprising Burma, Cambodia. Ceylon, China (Taiwan), Hong Kong, India, 
Indonesia, the Republic of Korea, Malaysia, Pakistan, Philippines, Singapore, — 
Thailand and the Republic of Viet-Nam. r 

k, Exports of 18 primary products and food from 18 developing ECAFE countries and — 


territories (excluding mainland China, Fiji, Mongolia, Nepal and Western Samoa) * 
are included in the index. To minimize the effect of transit trade, only export 

of domestic produce is included for Hong Kong and net export of rubber is used. — 
The quantity of exports of each item is totalled for 18 countries and territories — 
and then weighted by the total value of exports of each commodity in terms of © 

United States dollars in 1963 to form the quantum index, The unit value index — 
is obtained by dividing the index of total value of exports in United States dollars — 
The commodities included in the index account for 48.4 — 
(If Hong Kong is i 


by the quantum index, 
per cent of the total value of exports from 18 countries. 
excluded, the percentage is increased to 53.4). 


. Comprising maize, rice and rice products only, 
. Covers Afghanistan, Burma, Cambodia, Ceylon, China (Taiwan), 


India, is f 
Republic of Korea, Malaysia, Nepal, Pakistan, Philippines, Thailand and the 


Republic of Viet-Nam. 


i. ee 
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POPULATION AND EMPLOYMENT 
2. AREA AND POPULATION 


Latest census Estimates of midyear population (thousands) 


Population 1937 


Afghanistan 647 497 oh, on 10 972 
Australia® 7686810 | 30/ 6/1966] 11 550 46281 6 83681 11 599 
Brunei? 5765 | 10/ 8/1960 83 877 35 94 104 
Burma 1 Gs oiale Tes 678 033 5/ 3/1941} 16 823 798¢ 15 635¢1| 23 735 25 246 25 811 26 389 26 980 
Cambodia‘ 181 035 17/ 4/1962] 5728771 304691) 5881 6 277 6 415 6 557 6 701 
Ceylon? . 65 610 8/ 7/1963} 10 582 064 5 725 10 646 11 439 11 703 11 964 
China fainiend) 9561000 | 30/ 6/1953/582 603 417¢ || 452460 |680 0007) 690 0007 | 700 OOOF | 710 OOOF | 720 000t| 730 000} | 740 O00 
China (Taiwan) . 36 151 16/12/1966 | 13 505 463 5 530 11698 12 070 12 443 12811 13 145 13 466 13°957 
Fiji A 18 272 12/ 9/1966 476 727 Hep 434 449 464 478 490 $05 atahe 
Hong Kongé . 103481} 2/ 8/1966 3 708 92082 1 282 3 504 3 594 3 692 3 732 3 834 3925 3 988 
Indiah 3 268 090 1/ 3/1961 |}435 511 60641}| 303 626)2/460 487 | 471624 | 486650 | 498703 | 511125 | 523 893 | 536 984 
Indonesiai 1491564 | 31/10/1961} 96 318 829 67398 {100832 | 103226 | 105709 | 108283 | 110952 | 113721 ja 
iron. . 1 648 000 1/11/1966 | 25 785 210 Aa 23 649 24 337 25 050 25 789 26 553 27 345 28 166 
Japani 369 77831] 1/10/1965] 98 274 961 70 040j2 | 95 900 96 903 97 952 98 864 99918 | 101080 | 102 321 
Korea 220 231k 1/ 5/1944| 251201741 21528 38 368}| 39431}| 40477+]) 414861] 42484t} 434707 
Republic of Korea? “ 98 477 1/10/1966 | 29 207 856 abet 26 868 27 631 28 377 29 086 29 784 30 470 31139 
Laos™ 236 800 1012™1) 2509 2569 2 631 2694 2759 2825 2 893 
Malaysia:» 
East Malaysia: 
Sabah 76 115 9/ 8/1960 454 421 295" 504 524 545 568 $91 611 
Sarawak 125 205 14/ 6/1960 744 529 440 799 818 838 862 903 924 
West Malaysia 131 313 17/ 6/1957 6 278 758 4083 7611 7814 8 039 8 298 8 540 8770} 
Mongolia . 1 565 000 5/ 1/1963 1017 1001 748ml) 1034 1069 1104 1139 1174 1 2107 fo 
Nepal 140.797 22/ 6/1961 9 412 996 6 000 9 752 9926 10 103 10 277 10 463 10 652 10 845 
New Zealand? 268675 | 22/ 3/1966) 2676919 1 587 2 532 2585 2628 2676 2726 2uLak 2777 
Pakistan? A: . 946 716 1/ 2/1961) 93 831 982 68 594 98675 | 100753 | 102 876 105 044 | 107258 | 109520 | 111830 
Bie, A - A 106 790 | 109560 | 112 410 115 440 | 118560 | 121 760 | 125050 
Philippines 300 000 15/ 2/1960 | 27 087 685 15 445 30 241 31 270 32 345 33 477 34 656 35 883 37 158 
Singapore’ 581 17/ 6/1957 1 445 929 651 5 1820 1865 1914 1956 1988 2017 
Thailand . 514 000 25/ 4/1960) 26 257 916 14 492 28 923 29 820 30 744 31 698 32 680 33 693 34 738 
VietNam . 329 556 18980t | 331177} 34115¢] 35124}] 360437] 37073}; 38114T 
Republic of VietNamt! 173 809 arts aon Baty 15 317 1S 715 16 124 16 543 16 973 17 414 
Western Samoa . 2 842 21/11/1966 131 377 56 120 ‘ie 123 127 130 134 137 141 
Source: United Nations Statistical Office. h2. Including Kashmir-Jammu, the final status of which has not yet been determined 
Gencral Notes For deals and explanatory notes, sce United Nations, Demoerephic Ph ere oC FPR ST CU Steen Dune Orv team 
+ United Nations estimate. i. Census data excluding West Irian; estimates including West Irian. 
a. Population excludes armed forces stationed outside country numbering 48 106 in j. Census result excludes Bonin Islands with population about 200 persons. 
May 1959, jl. Excluding Takeshima’ in Shimane-ken. 
al. Excluding persons describing themselves as being more than 50 per cent abori- j2. Excluding Tokara Archipelago and Amami Islands. Also excluding armed forces 
ginal or simply as ‘Aboriginal’, F outside country. Including foreign diplomatic personnel. 1 October estimate. 
b. Population excludes transients afloat, and are based on natural increase only. ie minchudeelthesareaofitherdenilitaricedicanen (i conemeye 
c. Results of last complete census. The first and second stages of a multi-stage ae j 
census were completed on | Feb. 1953 and 1 Feb. 1954, respectively, but no kl. Population is de jure. 
further enumeration was undertaken. The results of the first stage gave a total k2. Population excludes alien armed forces, civilian vliens employed by armed forces 
of 2.940 704 for the de jure population in 252 towns approximating the urban S acditocetn diplomatic personnel aad their dependants. 
\ area of the Union; in the second stage an additional 2 908001 persons were a E 4 E 
} enumerated in 3 159 village tracts of which 2 143 in Burma proper and | 016 in m. Beginning 1963, estimates are based on results of the May 1958 administrative 
Kachin State, roughly 15 per cent of the total rural area. count which has been adjusted upwards by 30 per cent. 
cl. 1931 Census area. ml. 31 December estimate. 
d. Population excludes foreign diplomatic personnel and their dependants. n. Excluding Labuan acquired from Straits Settlement in 1946 (population 7 507 at 
dl. Midyear 1936 estimate. 1 April 1931 census). 
d2. Census result excludes and estimates include adjustment for under enumeration at p. Including Campbell and Kermadce Islands (population 18 in 1966 area 148 km?), 
census. as well as Antipodes, Auckland, Bounty, Snares, Solander, and Three Kings 
“e. Population registered. Figure includes an estimate of 8 397 477 for persons living Islands, all of which are uninhabited. Population excludes diplomatic personnel 
in outlying areas where local registration offices were not established. No adjust- and armed forces stationed outside country, the latter numbering | 936 at 1966 
ment has been made for 0.1 per cent estimated net underenumeration. census; population also excludes alien armed forces within the country. 
Source: Hsin Hua Monthly. q. Data are for territory excluding Kashmir-Jammu, the final status of which has 
f, Estimates of midyear population excluding population of Quemoy and Matsu and not yet been determined; data also exclude Junagardh, Manavadar, Gilgit and 
also armed forces and foreigners. Baltistan and census data probably also exclude a considerable number of nomads 
g. Comprising Hong Kong Island, Kowloon and the New (leased) Territories. Estimates for series A excluding adjustment for undernumeration at 1951 and 1961 
. i Oe ae ‘Sia 4 Censuses; for series B based on Planning Commission's adjustment for under- 
gl. Land area, only. Total including ocean area within administrative boundaries, is enumeration at 1951 and 1961 Censuses. 
2 as eae: - 2 s. Population excludes transients afloat and non-locally domiciled military and 
g2. Estimate based on results of sample survey. Excluding transients. civilian services personnel and their dependants, numbering 3 466 and 27 299 
h. Beginning 1965, including data for part of Jammu and Kashmir, the final status respectively at 1957 census. 
of which has not yet been determined. Excluding Sikkim. t. ‘For 1936, 
hl, Includes an estimate of 626 667 for Goa, Daman and Diu. th. Beginning 1963, estimates based on annual rate of increase (2.6 per cent). 
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POPULATION AND EMPLOYMENT 
3. CRUDE RATES OF LIVE BIRTHS AND DEATHS PER ANNUM 

Number of live births or deaths per 1,000 persons 


Malaysia 
Hong New 
Kong@ | East Malaysia | | East Malaysia | West || Zealand 


(1) LIVE BIRTHS 


China 
(Taiwan) 


Aus- 
tralia® 


Year BurmaP | Ceylon 


1958 .|. 22.6 | 57.9 | 36.6 | 35.8 | 41.7 | 40.3} 37.4 43.3 
1959 . |. 22.6 | 52.5 | 38.2 | 37.0 | 41.2 | 41.8) 935.2 42.2 
1960 . |. 22.4 | 48.9 | 42.3] 36.6 | 39.5 | 39.9] 36.0 ek 40.9 
1961 . |. 22.8 | 49.4 | 38.5] 35.9 | 38.3 | 40.9] 34.2 36.3 41.9 
1962 . |. 22.2 | 43.8 | 36.7 | 35.7 | 37.4 | 39.5] 35.6 slot | 39.6 40.4 
1963 . |. 21.6 | 37.5 | 42.7 | 34.4 | 36.3 | 38.0] 33.8 ane. il ely 39.4 
1964 .|. 20.6 | 43.0 | 39.9 | 33.2 | 34.5 | 37.8] 31.0 Siena fg bet 39.1 
1965 .|. 19.7 | 41.5 | 47.0 | 33.1 | 32.7 | 35.9] 28.8 eeten | nae 36.7 
1966 .|. 19.3 | 39.3 | 42.2 | 32.3 | 32.4 | 34.8] 25.8 Saree |e: | 37.3 
1967 . |. 19.4 | 40.6 | 41.0 | 31.6 | 285 | 34.1] 24.6 poo fick 35.3 
1968 .|. 20.0 | 43.9 | 40.4 | 31.8 | 29.3 | 30.2] 21.3 Soo |} CEES 

19.8 

20.2 

17.6 

20.0 

21.6 


(2) DEATHS 


foal 


. Japanese nationals in Japan only, but rates are computed on population including 

a. Prior to 1967 excluding full-blooded aborigines, estimated at 40 081 in June 1961 foreigners except allied military and civilian personnel and their dependants 
and 49 036 in June 1966, stationed in the area, 

b, Data are for a changing number of towns having a population of approximately. 


Source: United Nations Statistical Office. 


Rates computed on population excluding transients afloat and non-locally domiciled 
military and civilian services personnel and their dependants; also exclude vital 
. Excluding armed forces and foreigners. Also excluding live-born’ infants dying events among non-locally domiciled military and civilian services personnel and 


before registration of birth. their dependants. 

d, Rates computed on population including armed forces have been adjusted to take h, Data are for changing territory representing about 90 per cent of total population 
account of under-registration. For 1968 figures based on midyear isds population. in 1963, 

¢, These are the intercensal computed rates for 1951-1961 which have been reinstated : 
at the request of the Government of India because they are felt to be more reliable 
than the data obtained from the Registration Area or from the National Sample 
Survey. 


2 million for 1958-61, 1 million for 1962, 2 million for 1963, 3 million for 1964-65 8. 
and 4 million for 1966-68. 


o 


3 Birth registration estimated to be about 75 per cent complete in 1958-1963, 
. Estimate based on analysis of data from 1956 census. Recorded rate is 6.4 for 1961. 


219 


POPULATION AND EMPLOYMENT 


4. EMPLOYMENT 


Meiers ro Te OCT 
1967 1968 
pete eee a etme oe esi 


USTRALIA® ( Fliguesniis) 

_ All Industries 3902 | 4029]} 3992 

Manufacturing . 4 1283 | 1310]} 1307 

| Building and construction ‘ 338 349 343 

Transport and storage . 227 232 230 

Commerce and finance 851 874 871 

Public authority and community 
services ; 703 740 725 

‘HINA (Taiwan) ( thousands) 
All industries¢ 3973 | 4159]} 4013 
Primary 1705 | 1652]| 1615 
Secondary . 997 | 1032 997 
Tertiary® 1271 | 1476}| 1401 
ONG KONG ( thousands) 
Mining and quarrying . 15 1.4 
_ Manufacturing vars 417.2 | 476.6 
NDIA (thousands) 

Factories under Factory Act? . 4743 ae. he 

Cotton mills . 5 791 759 776 

Coal mines® . 394 379 393 

Public sectorf : 9727 | 9933]| 9802 
Central government 

(incl. railways) . 2690 | 2712]} 2715 
Others : 7037 | 7221)| 7087 
\APANE ( thousands) 

All Industries 49 200 |50020/| 47 693 

Agriculture, forestry and hunting 9700 | 9340|| 7583 

Mining 5 < 260 270 273 

Manufacturing 12520 |13050}| 12 990 

Construction . 3590 | 3700]} 3653 

Commerce : 10 850 |11110}/ 10983 

Transportation, communication ‘and 
other public utilities . 3160 | 3290)| 3173 

Services (non-government) . 6800 | 7130]; 6940 

MALAYSIA: West Miler Has ( bi ewaey 

Estatei 273 
Rubber oh OGL Sek 232 

Sineminings os Fees | tay. ak 48 

Government . e Lobes 267 

NEW ZEALANDi (thousands) 

All industries cee 722 719 721 

Brmarysate S G0. | OG coe ll 12 11 

Manufacturing at hoa i 255 250 251 

Building and construction... 65 61 60 

Transport and communication . 74 74 74 

Commerce™ 139 150 141 

PHILIPPINES 

Index of employment® f 1963= 1 

All industries : 105.7 | 108.2}} 107.3 
Mining . 110.2 | 110.3}} 110.0 
Manufacturing ; 104.8 | 107.6|| 107.7 

SINGAPOREP ( iguana) 

All industries. 152 160 158 
Agriculture, forestry 0 and. tishing 1 1 1 
Manufacturing. : 65 73 70 
Construction . . : 15 14 15 
Electricity, gas, water and 

; sanitary services . . . . 10 10 10 

' Commerce. . ecu Ss 12 13 13 
Transport, storage and 

communication. . . . . 24 25 25 

Services . . smiles af 23 23 23 
THAILAND? ( thousands) 

Mining 45.7 47.3 46.8 


NOTE: Unless otherwise stated, the data refer to the total number at work at a 


specified date in each month or quarter. For certain countries, however, the 
data refer to the average number of employed in the period. 

. Wage and salary earners in civilian employment (excluding defence forces and 
employees in agriculture and private domestic service). The figures are based on 
comprehensive data from the Population Census of June 1966. Annual figures 
relate to June. 

. Includes law and order; religion and social welfare; health services; education; and 
other community and business services. 

. (i) Employed persons from Labour Force Survey, for population of 15 years and 
over; (ii) Mining included under secondary industry; (iii) Quarterly figures relate 
to first month of each quarter. 

. Daily average. 

. Average daily employment in all coal mines governed by the India Mines Act. 
Quarterly figures are slightly short of total coverage. 


4189 | 4202 

1351 | 1355 

360 | 360 

237 | 238 

904 | 907 

788 | 790 

4.606 ETE 4500 22S 
1 879 ae Gs eo 
1194 FD yh 
1535 7 ore be) 

735 
51345 |51470 |51300 |50 490 | 49 510 
9877 | 9770 | 9870 | 8550 | 7230 

237 | 240| 240 | 240] 230 
13 453 |13770 |13500 |13530 | 13 640 
3703 | 3630 | 3650 | 3830] 3940 
11403 |11 250-| 11260 |11 400 | 11530 
3390 | 3370 | 3270 | 3340| 3460 
7203 | 7400 | 7420 | 7470 | 7370 


. Workmen and industrial clerks. 


. End of period, For ‘others’ comprising state government, quasi-government and 


local bodies. 


. Average for the week ending on the last day of the month, except for December 


when the work prior to holiday seasons was chosen. 
Annual figures relate to July. 


. Comprising rubber, oil palm, coconut, tea and pineapple estates. 


Annual figures relate to end of April. 
estimates. 


Quarterly figures are average of mid-month 


. Excludes farming, fishing and hunting. 
. Including wool stores. 
. Comprising all full and part-time employees who were on the payroll, i.e., who 


worked during, or’ received pay for, the pay period ending nearest the 15th of the 
month. Excluding proprietors, self-employed persons, domestic servants and un- 
paid workers. 

Annual figures relate to September; quarterly 
figures relate to March and September for first and third quarter respectively. 
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5. NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


A. National income. B. Gross national product at market prices Billie. 


Brunei 


Australia" : Burma Cambodia Ceylon 
(A. dollar) (Malaysian (kyat) (riel) (rupee) 
Yy dollar) 
ear 
[DPSS | PAR ree ee 
1953 4.65 §.29 13.5 
1954 4.78 5.52 15.0 
1955 4.91 5.66 14.7 
1956 9:12 5.88 16.7 
1957 5.35 6.28 17.8 
1958 5.40 6.31 18.7 
1959 5.63 6.55 20.6 
1960 5.92 7.06 21.9 
1961 6.10 7.21 22.0 
1962 6.00 7.08" 19.1 22.9 
1963 6.71 7.92 21.4 25.3 
1964 6.45 7.59 | 23:2 27.4 
1965 7.15 8.42 24.7 30.4 
1966 7.06 8.29 26.5 32.1 
1967 7.28 8.59 Ahad 
1968 8.40 9.80 j 
: Korea Malaysia® 
Indonesiad Iran _ : Nepal |New Zealand 
vane (rupiah) (rial) ae a of powvias es (rupee) |(N.Z. dollar) 
1953:40.5 Jere Pere ore Bok 5 841 
1954.5 & vite ae ime Sco 6 566 
19550 2.1": Ste re A ae 7113 106 
19565. = whole Sve ote Sa 7855 140 
19576 ara sie IC Sey 9 210 180 
1958) =i win =e ANG 9 561 185 
ASS Se. Biot Se% 244.7 | 282.6 |10585 193 
LSGO wee 340.2 | 390.2 | 272.2 | 314.5 |12 816 216 
196A area 359.6 | 412.6} 289.7 | 332.7 |15 156 265 
19625 czp 366.4 | 420.2} 302.1") 346.7" |17 348 303 
1963" =. 358.2 | 410.8} 319.1"| 367.17 }19 900 432 
1964 . . 370.8 | 425.3} 359.2"| 411.0° |22 752 627 
1965" Gea 374.9 | 429.9] 401.8°} 463.4r |25 462 713 
T1866: 27>. 385.1 | 441.9} 423.0"| 490.9r |29 188 902 
ye ee 390.9 | 448.3] 471.6") 549.4r (34543 1070" 
1968. (er 416.7 477.8 | 516.0 | 603.0 |40 393 1329 


Sj General note: National income (net national product at factor cost) is the value at @ 
inga- factor cost of the product, after deduction of provisions for the consumption of = 
pore Thailand Viet-Nam fixed capital attributable to the factors of production supplied by normal residents 


(Singa- (hah Republic of of the given country. 
pore aht) (piastre) Gross national product at market prices is the market value of the product, before 
dollar) deduction of provisions for the consumption of fixed capital attributable to the 
factors of production supplicd by normal residents of the given country. 


Philippines 
(peso) 


Net domestic product at factor cost is the value at factor cost of the product, after 
deduction of provisions for the consumption of fixed capital attributable to the 
factors of production supplied by resident producers of the given country. 


Gross domestic product at market prices is the market valuz of the product, before 
deduction of provisions for the consumption of fixed capital, attributable to factor 
services rendered to resident producers of the given country. 


Time rejerence: Brunei, Cambodia, Ceylon, China (mainland and Taiwan), Fiji, 4 
Indonesia, Japan, Republic of Korea, Malaysia, Philippines, Singapore, Thailand & 
and Republic of Viet-Nam: calendar years; Afghanistan and Iran: fiscal years 
beginning 21 March; India and New Zealand: fiscal years beginning | April; Nepal: j 
fiscal years ending 15 July; Australia and Pakistan: fiscal years beginning 1 July; 
Burma: fiscal years ending 30 September of year stated. 4 

a. Gross domestic product at market prices of 1962 from 1952 to 1961. j 

b. Total net value added at 1952 prices originating from agriculture, industry con- 
struction, goods transport and communication and trade only. 

c. Gross domestic product at factor cost. (Million Fijian dollars). 

d. A. National income at 1960 prices. B. Gross domestic product at 1960 market 
prices. 

e. West Malaysia only. 

f. Gross domestic product at market prices. 

g. Gross national product at factor cost. 2 


ph Na aallgehire, 


Country, currency, 
and year 


AUSTRALIA? (million Australian dollars) 


forestry, 
fishing 


1961 . 13 401 1650 
1962 . 14517 1871 
1963. . 16 162 2 236 
1964 . 17 759 2174 
1965 . 18 538 1945 
1966 . 20 3842 2 329 
1967 21612 1844 
3RUNEI> ( million + Malaysian dollars) 
1958 364.5 7.0 
1959 . 353.9 12.2 
a ae 302.6 14.2 
3URMA? (million kyats) 
Sopa 4 «fae 5. s 7923 2570 
1964 . 7572 2 432 
1965 . 8 416 2675 
1966 . 8 282 2 688 
1967 8 586 2 946 
SAMBODIA® ( billion res) 
1963 . F 29.9 10.5 
1965 . 30.4 12.7 
1966 . : 32.1 13.1 
SEYLON (million + rupees) 
1963" . 6 980 2 888 
1964". 7 352 3 005 
1965" . 7458 2 939 
1966" . 7798 3001 
1967". 8 368 3 195 
1968 . 9991 3877 
SHINA (mainland) ( million yuan)e 
Sy as : 61130 36 189 
1956 . 88 750 42 689 
SHINA!? (Taiwan) (million new Taiwan dollars) 
1963 . 1%, Fab 76171 19 640 
1964 . 91139 24 464 
1965 . 98 937 25 828 
1966 . 110 093 27 403 
1967 . 124 221 29 562 
1968 ‘ 143 984 33 173 
TI ( million Fi iji dollars 
1963 . 2 108.5 44.6 
1964 . 115.1 42.1 
1965 . 119.1 41.5 
1966 . : 123.4 40.9 
NDIA (billion rupees) 
1363) 5. 182.2 85.9 
1964 . 213.5 104.7 
1965 . 219.7 101.3 
1966 . 252.6 120.6 
1967 . 296.4 153.1 
NDONESIAL : billion n rupiah) 
1963 410.8 212.7 
1964 . 425.3 223.6 
1965 . 429.9 225.3 
1966 . 441.9 236.1 
US) 2y/ 2 es 448.3 232.1 
1968 3 477.8 247.1 
RAN? ( billion rials) 
1963 378.78 98.1 
1964 . 417.62 110.3 
1965 . 470.38 119.7 
1966 . 497.28 121.5 
1967 557.92 128.3 
APANir ( billion n yen) 
1963 19 967 2 432 
1964 . 22 850 2 548 
1965 . 25 560 2 866 
1966 . 29 287 3 237 
1967 . 34 650 3972 
40 543 4257 


1968 . 


turing 
242 4124 
289 4504 
314 5091 
354 5 283 
414 5 701 
475 6 143 
305.0 3.2 
297.0 3.3 
243.1 3.5 
52 773 
55 711 
67 797 
63 785 
63 779 
0.1 2.2 
— 3.2 
= 3.3 
36 602 
39 614 
43 693 
66 708 
57 838 
69 1086 
— 11003 —— 

23 430 

1572 15 412 
1600 19 273 
1 878 20 S68 
2 210 23 052 
2 465 26 980 
2377 32 795 
1.8 13.3 
1.8 14.9 
2.1 14.9 
2.0 15.0 
2.2 28.5 
2.2 31.6 
2.5 33.6 
2.7 36.8 
3.1 38.6 
14.9 36.4 
15.6 35.9 
16.0 35.6 
15.4 36.3 
16.7 37.5 
19.7 40.8 
0.9 110.3 
LI 118.2 
1.5 137.2 
1.6 157.1 
1.7 189.7 
216 5 830 
224 6 674 
227 7170 
247 8175 
245 10017 
278 12 096 


Manufac- 


Trans- 

portation, 

communi- 
cation, 
utilities 


1657 
1857 
2 043 
2172 
2 333 
2 565 


Wholesale Ownership | adminis- 


and 
retail trade 


of 
dwellings 


aonennas 


228 
234 
240 
246 
253 
259 


Public 


tration 
and 
defence 
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6. INDUSTRIAL ORIGIN OF GROSS DOMESTIC PRODUCT AT CURRENT FACTOR COST 


Other 
services 
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6. INDUSTRIAL ORIGIN OF GROSS DOMESTIC PRODUCT AT CURRENT FACTOR COST (Cont'd) 


Country, currency i Manufac- | Construc: portation, 
ountry, ' : ree - - Ai 
and year Total forestry, Mining turing tion eaten 
mabiog utilities 


KOREA, REPUBLIC OF (billion won) 


OGG bromo gave ace hh thie 454.55 204.59 8.28 
E564 ea cus Mee Les 658.68 319.01 12.31 
NGS Tae Gl ane rte < 751.14 310.26 14.66 
LOGGHe a oes teers 946.37 370.60 16.47 
TWh ig Sas be 121.75 394.27 20.48 
OGG come nt ee 405.23 453.35 20.19 


MALAYSIA (million Malaysian dollars) 
EAST MALAYSIA: Sarawak 


OSSD ane ea 375.4 231.3 38.7 
ROUGE raaon ee ee td ae 408.5 185.6 34.5 
WEST MALAYSIA 
TIGQS Boers et ae 5 862 1 847 419 
LL Ue rs oe ne 6 255 1 848 502 
S69 85 Ween eee 6 844 1956 598 
OGG cp saeoeAS ofr 7 180 2 037 551 
NEPAL? (million rupees) 
EOG2 AA Se aewlle) Ss 3 709 2 393 17 
TS6SS 5 Ve a ee. 5 883 3915 l 
EOGGR ae SP es 6 805 4694 2 
US Loy dbustes ne iee M we eS | 6 384 4218 1 
P68 P sc aan ee nent 7644 §$ 217 1 
NEW ZEALAND (million New Zealand dollars) 
LLY Grae he ee. oe 1743 396 18 
1959 - ciury ee Sy ee 2 266 466 ae 
PAKISTAN (million rupees) 
IGS: F500, A SUR ee 41 399 20075 124 
19G4 7 2S es OS eee 45 525 21919 150 
EOGS 429 Ga 49 680 23 337 156 
OGRA S hae vonme 58 193 27 369 163 
LOGE Ac Sopa oe tales 61598 28 744 170 
TOGRHS) St Bice ee cy es 67 635 31 341 185 
PHILIPPINES! (million pesos) 
RIGS / = viene, Go aes 185 613 4980 182 
19640” gee ee 16 598 5 209 188 
EGGS 3 8 “Se ea 17917 5 729 235 
KS6Ge. SS Te eR 19 705 6 393 311 
TGG7Y 5. AUR cee ee 21796 7301 346 
ROSS ee we ae 23 958 8 245 427 
SINGAPORE (million Singapore dollars) 
ESOS orl ae ee RP ok 2 684 147 6 
TOGO Rae eben ime, k 2701 142 7 
BOGS: cr meee use 2 043 140 6 
TOGG che pe ak CUS TR 3 365 183 7 
RIGA a Tineke an aee ns 3617 146 7 
LCR ee 7 Re We 4 257 148 10 
EGGS” SE cs oe. Gee ca 4 833 161 10 
THAILANDD.© (billion baht) 
G69) Ss Bee an oe 67 881 24 686 818 
UL ee oo ee ee 74 468 25 165 1 248 
BOGS Tce Mae cw a ee 83 684 29 745 1758 
ESQGG) ty bes SPs 2 100 595 37 345 1946 
SGP -< Dee i ee 106 699 34914 2059 
1968 (9%. eee 116 129 36 794 21158 
VIET-NAM, REPUBLIC OF (million piastres) 
1963 . Jae 88.78 28.8 0.3 
1964 . 100.48 32.5 0.3 
1965 . 128.38 37.4 0.3 
1966 . 193.68 0.4 


55.3 


. The sum of the components is greater than the totals shown because imputed 
b. Gross domestic product at market prices. interest has not been deducted from the industry groups. 


a. Including stati .ical discrepancy. 


> 


c. Ownership of dwellings included under ‘Other services’’. g. Including storage, hotels and restaurants. 

d. Gross domestic product at 1963 market for data of 1963; and 1965 prices for 1965 h, Gross domestic product at 1960 market prices. 
and 1966 estimates. i, Net domestic product at factor cost. 

¢. Total net value added at 1952 prices originating in agriculture, industry, construc- j. Utilities only; transportation and communication data- included under ‘Other 
tion, goods transport and communication, and trade only, services’, 


Mire eRe is 


EE 


7. EXPENDITURE ON GROSS DOMESTIC PRODUCT 


G 
Private 


FGHANISTAN (million afghanis) 


Consumption 
expenditure 


eneral 


govern- 


ment 


ojos. 1. fae sd 8 | 37 493 922 
4 USTRALIA® (million Australian dollars) 
1963 . 11 349 1776 
. 1964 . 12 261 2 043 
1965 . 12 988 2 384 
: 1966 . 13 949 2 683 
| 1967 . 15 111 3 040 
1968 . es 16 183 3 330 
SURMA (million kyats) 
1965 . 2 — 7370 —— 
1966 . 7 600: 
1967 . yd hue 7 240 
YAMBODIA® (billion riels) 
1963 . 16.9 49 
1964 . 18.0 5.3 
1965 . 27) 4.9 
1966 . es es 22.5 9.3 
SEYLON® (million rupees) 
1963 . 5 441 940 
1964 . 5 802 1008 
1965 . 5 887 1078 
1966 . 6 319 1075 
1967 . 6 731 1155 
1968 . bi 7 748 1 349 
SHINA (Taiwan) (million new Taiwan dollars) 
1963 . 56 854 15 877 
1964 . 65 683 16 919 
1965 . 71 738 18 980 
1966 . 76 788 21 602 
1967 . 86 110 24 680 
1968 . 99 986 29 817 
12) 7}: Oe ey 109 854 35 231 
“Il (million Fiji dollars) 
1963 . 77.6 14.0 
1964 . 84.0 14.5 
1965 . 94.5 16.2 
1966 . 92.7 17.8 
1967 . 98.0 19.6 
1968 . sae ate 103.6 21.2 
NDIA® (billion rupees) 
1963 . 18.76 
1964 . 20.05 
1965 . 22.95 
1966 . 25.76 
1967 . Reigee a '< Fok 
INDONESIA? (billion rupiah) 
1963 . 345.0 34.0 
1964 . 347.7 40.0 
1965 . 356.0 29.0 
1966 . 350.8 40.3 
1967 . 381.7 36.2 
BOG do) se 401.7 36.2 
RAN: (billion rials) 
HORSES ot Esl cm oe 269.3 39.9 
EOGASe | OK 300.4 48.7 
1965 . 322.9 62.4 
1966 . 340.3 69.2 
1967 . 372.3 76.4 
LEST Eee Meee Eee 407.6 85.4 
[APAN® (billion yen) 
1963. 13 768 2 200 
1964 . 15 945 2 554 
1965 . 17 940 2949 
1966 . 20 352 3 329 
1967 . 23 162 3 734 
1968 . 26 666 4 280 


Gross 
fixed 
capital 
formation 


1970 


4 498 
5 236 
5 679 
5 957 
6 490 
7 207 


740 
830 
880 


aoonr 
CAM 


1 096 
1130 
1 082 
1 231 
1 418 
1702 


13 335 
14 872 
19 090 
23 974 
30 185 
37 130 
43 971 


14.6 
17.9 
22.6 
22.0 
30.4 
35.0 


Increase 
in 
stocks 


Exports 
less 
imports 


of goods 
and 
services 


Gross 
domestic 
product 
at market 
prices 


39 527» 


18 012¢ 
19 802¢ 
20 771¢ 
22 764¢ 
24 196¢ 
27 171¢ 


8 416¢ 
8 282° 
8 586° 


25.5¢ 
27.5¢ 
30.4¢ 
32.0¢ 


7 353 
7 828 
8 059 
8 410 
9115 
10 801 


87 280 
102 366 
113 196 
125 883 
143 258 
168 433 
191 274 


117.4 
126.7 
131.2 
134.2 
143.5 
153.0 


197.91 
231.31 
240.52 
275.93 


410.8 
425.3 
429.9 
441.9 
448.3 
477.8 


401.0 
440.6 
499.5 
530.8 
597.2 
655.3 


24 530 
28 936 
31,892 
36 657 
43 146 
51 242 


Less 
indirect 
tax net 
of 


subsidies 
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Net 

Less factor 
deprecia- | income 
tion from 
abroad 
1506 —299 
1 66S — 286 
1817 | —815 
1988 —~ 341 
2158 —472 
2 356 —572 
359 9 
376 4 
407 2 
1.2 — 0.2 
1.4 — 0.1 
cS — 
1.6 — 0.1 
365 — 52 
376 — 36 
361 — 15 
444 — 37 
473 — 53 
567 — 60 
5 422 —146 
6 417 —157 
7049 —329 
UIEME —329 
8 789 —213 
10 290 —458 
12 154 —853 
9.94 —1.12 
11.18 —1.49 
12.13 —1.67 
13.55. —2.55 
fers —2.65 
25.7 —33.9 
28.8 O97 
32.4 ==36.1 
34.4 —39.9 
38.5 —47.8 
oe —52.3 
2855 — 66 
3512 — 98 
3 989 — 99 
4647 — 99 
5 482 —107 
6 534 —150 


Net 
national 
product 
at factor 

cost 
(national 
income) 


14 357 
15 804 
16 406 
18 055 
18 982 
21 391 


7151 
7 058 
7 283 


21.4 
23.2 
24.7 
26.5 


6 562 
6 940 
7 082 
7317 
7 842 
9 363 


70 603 
84565 
91 559 
101 967 
115 219 
133 236 
148 076 
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7. EXPENDITURE ON GROSS DOMESTIC PRODUCT (Cont'd) 


Consumption 
expenditure 
General 
Private govern- 
ment 
KOREA, REPUBLIC OF (billion won) 
1963 . $99.55 54.74 
1964 . 585.96 61.95 
1965 . 669.08 76.02 
1966 . 805.90 104.82 
US ye 973.55 132.17 
ISG) Re as 1191.75 175.28 
MALAYSIA (million Malaysian dollars) 
EAST MALAYSIA 
SABAH 
1963 . 229 738 
1964 . 244 79 
1965 . 259 97 
SARAWAK 
1963 . 343 93 
1964 . 360 109 
1965 . - 385 120 
WEST MALAYSIA 
1963 4 261 1063 
1964 . 4476 1 223 
1965 . 4715 1357 
1966 4956 1 $38 
NEPAL ( million rupees) 
L961 a. 3 465 103 
1964 . F 4765 123 
NEW ZEALAND (million Nau Zealand dollars) 
19638 . 5 1997 417 
1964 . 2132 460 
1965 . 2 333 516 
1966" . 2 364 565 
1967" . 2 503 598 
1968 . 2618 662 
PAKISTAN (million rupees) 
1963". 35 494 2971 
1964" . 39 034 3141 
1965" . 43 296 4818 
1966" . $2 324 4253 
1967 . 53 600 4340 
1968 . Bbc ; 
PHILIPPINES ( million pesos) 
1963 . . , 13 737 1637 
1964 . 18 525 1 829 
1965 . 16582 1974 
1966" . 18 111 2 180 
1967" . 20 086 2 427 
1968 . ; 21 441 2 639 
SINGAPORE (million aStasqpare dollars) 
1964 . 2 290.3 289.8 
1965 . 2 444.2 314.5 
1966 . 2 639.1 347.4 
1967" . 2 882.9 386.3 
1968 . 3 057.4 444.2 
1969 . 4 3 207.7 528.4 
THAILAND® Cee baht) 
1963 hs 49 701 6 924 
1964 . $3 432 7478 
1965 . 58 442 8 334 
1966 . 66 292 9 288 
1967. 74 703 10 700 
1968 80 886 12 359 
VIET-NAM, | REPUBLIC OF (billion piastres) 
196907) 2 84.8 21.0 
1964 . 92.4 25.0 
1965" . 109.1 32.5 
1966" . 177.0 $2.9 
1967". 286.0 75.3 
1968 . 352.0 85.0 


a. Including net investment income from abroad, 


b. Gross national product at market prices. 


c. Including statistical discrepancy. 


Increase 


in 


stocks 


86 
97 
142 
139 
129 
57 


240 
920 
—710 
180 
1500 


Exports 
less 


imports 

of goods 
and 

services 


— 55.72 
— $4.47 
— 60.32 
—101.01 
—134.81 
—207.51 


Gross 
domestic 
product 
at market 
prices 


484.63¢ 
691,54¢ 
798.20° 
1 018.66° 


1 220.40%" 


1552.47¢ 


365 
410 
474 


514 
553 
602 


6 742 
7176 
7 881 
8 300 


3 682 
5 285 


3 239 
3 546 
3798 
3 952 
4107 
4416 


44161 
48 606 
53 027 
62 401 
66 072 


18 203° 
19 5S1¢ 
21 :193¢ 
25 707¢ 
27 869° 
29 211¢ 


3 001.1 
3 234.5 
3 459.8 
3 787.5 
4 237.5 
4654.6 


67 881° 
74 468° 
83 684¢ 
100 S9S¢ 
106 699¢ 
116 129¢ 


100.8 
115.0 
142.2 
218.9 
342.3 
409.0 


. At constant 1960 market prices, 


Less 
indirect Less 
tax net | deprecia- 
of tion 
subsidies 


Data for national income 


index of gross domestic product at 1960 prices. 


income 


abroad 


Net 
Net national 
factor 
at factor 
from cost 
(national 
income) 


431.57 
627.00 
713.06 
901.86 
1 069.90" 
1 328.70 


are extrapolated by 


product » 


| 
| 
{ 


—— psi an a 


eee sd ee eee 


Ce ee eee ee 
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: 8. COMPOSITION OF GROSS DOMESTIC CAPITAL FORMATION 


Gross 
domestic 
capital 
formation 


Non- 


Dwellings | residential 
buildings 


AUSTRALIAT (million Australian dollars) 


myos) §. .. 4681 
Ly $913 
B5bO 2. 5 907 
1966. . 6 447 
1967. os 6714 
1968 stig 8 067 
3URMA (million kyats) 
1962r . .. 1272 
1963... 1649 
H964 . . 1381 
CAMBODIA (billion riels) 
963. 5 4.5 
964 . . 4.3 
1965" |. 4.1 
1966" |. 5.8 
VEYLON (million rupees) 
1963" |. 1101 
loe4r |, 1183 
1965" 1060 
l96er |. 1305 
1967" |, 1 485 
S08 2 a 2013 
CHINA’ (Taiwan) (million new 
MOGS) 3 4 15 391 
1964. 5. 19 642 
u965. . . 26 096 
W966. 29 155 
HOG7 2. 36 052 
n968 =, 43 148 
1969. . | 50162 
INDIA (billion rupees) 
1959 .. 25.34 
1g60° 5. 78.71 
INDONESIA» (billion rupiah) 
1958. 29¢ 
59) g2c 
1960 . gle 
61. 44e 
1962. 40¢ 
1963. gic 
1964. 35¢ 
1965 . 36¢ 
1966. . 4le 
oc? . i; 3ge 
| ig9ee . 47¢ 
IRAN (billion rials) 
NS63: «| . 50.3¢ 
1964)" o) 62.4¢ 
M65... 81.1¢ 
ACLS oy ae 89.7¢ 
1967 4s 115.0¢ 
JAPAN (billion yen) 
n963" 3 : 8 759 
1964°°¢. . 10 486 
1965 : . 10 538 
1966... 12 378 
1967 = .. 16 148 
968° =e | 19 705 


construc- 


and works 


754 
891 
888 
968 
1085 
838 
728 
692 
1.4 0.9 
12 0.9 
thes) 0.3 
1.4 0.4 
—— 376 —— 
433 
421 
514 
606 
771 
Taiwan dollars) 
1 887 2 883 
1424 3 243 
1861 3 609 
2313 4347 
3 316 6 491 
4561 8 274 
— 18919 
— 15.65 
17.59 
18 
21 
19 
25 
21 
16 
16 
18 
21 
18 
——— 33.9 
39.8 
$1.3 
53.6 
72.0 
1.235 
1609 
1942 
2 232 
2 798 
3665 


By type of capital goods 


6 640 
7795 
7825 
9112 


11098 
13 687 


Transport 
equipment 


and 


equipment 


apt 
o2’ND 


289 
284 
230 
250 
310 
387 


4765 
5 436 
8 156 
10 623 
13 183 
16174 
19 547 


FIXED CAPITAL FORMATION 


Machinery]|| Private 
enter- 
prises 


34.3 
43.5 
47.9 
54.2 
60.5 


5 600 
6 893 
6 898 
7915 


10 134 
12 987 


By type of purchaser 


————_ 16,0 


Increase 
General pape 
govern- 
ment 
1600 183 
1854 677 
2049 228 
2155 490 
2370 224 
2 538 860 
—— 319 —— 65 
334 $11 
274 167 
a 1.7 0.2 
0.2 1,5 0.7 
_ 1.0 0.5 
a 1.3 0.8 
—— 367 —— 5 
339 53 
4l4 — 22 
397 74 
443 67 
537 $11 
—- 4225 —— 1 781 2 056 
3 601 2215 4770 
3985 2410 7 006 
5 879 2756 5 181 
8116 3 384 5 867 
10 586 3 986 6018 
13 220 4507 6 191 
— 3.23 —— 6.45 2.58 
1.25 7.19 2,50 
18.9 
33.2 
35.5 
$4.5 
———— 2275 ——__— 884 
2511 1083 
2 869 771 
3429 1033 
3 762 2 252 
4365 2 353 
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8. COMPOSITION OF GROSS DOMESTIC CAPITAL FORMATION (Coni’d) 


FIXED CAPITAL FORMATION i 


Gross By type of capital goods By type of purchaser 
domestic 
capital 
formation 


General 
govern- 
ment 


Public 
corpora- 
tions > 


Machinery|| Private 
and enter- 
equipment]; prises 


Non- 
Dwellings | residential 
buildings 


KOREA, REPUBLIC OF (billion won) 


1963 43: 89.68 6.91 
964 7. . 101.24 18.42 
1965... 118.48 13.92 
IIAP oe a 223.11 21.18 
W676 5 C 272.20 25.86 
1968 @ . 421.31 46.20 


MALAYSIA (million Malaysian dollars) 
EAST MALAYSIA: SARAWAK 


LOBES coe. 79.7 17.9 8.7 
WEST MALAYSIA 
1963; Go -. 1246 130 202 
1964 <5 . 1 282 135 216 
1965: 5 ; 1370 133 281 
1966. 1 423 145 251 
NEW ZEALAND (million New Zealand dollars) 
1963 #3) 795 160° 134e 
1964 . 909 188e 170° 
IQ6S = 1051 21le 17S¢ 
1966. 7: 1094 20S¢ 178€ 
1967. 4 . 1016 1go¢ 172e 
1968: & 1010 196¢ 164¢ 
PHILIPPINES (million pesos) 
1963 <4) 3767 $47 $36 
1964 = . 4 426 696 666 
65 . . 4658 713 805 
1966r . . $031 706 728 
LQGZE se) x 5 923 651 790 
RSS rey 6 341 734 699 
SINGAPORE (million Singapore dollars) 
S963) PP 327.3¢ 82.5 48.8 
1964. 421.0¢ 87.1 56.8 
L965) ro 4 475.8¢ 96.2 66.3 
1966° 3) 473.3¢ 109.7 56.1 
1967 3 . $18.3¢ 126.7 81.3 
1SG8) 735.9¢ 135.5 108.1 
THAILAND® (million baht) 
1969" aya: 14 360 2541 2091 
1964 5. 15 039 2717 2 653 
196S° 3; 16 802 2 942 2 895 
TS6G: es 23 185 3 366 4154 
1967. oa. 24 161 3 642 4117 
2068 29 358 3995 4961 
VIET-NAM, REPUBLIC OF (billion piastres) 
1S6See 7644 1759 ——— 
1964; =.7 . 12 742 1530 890 
1965. . 17 370 1828 1377 
1966: 2). 34 501 3796 3597 
a. Including land. d. Including land and planting of perennial crops. 
b. At market prices of 1960. e. Permit value. 


c. Gross fixed capital formation. 
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9. INDEX NUMBERS OF AGRICULTURAL PRODUCTION 


1952—1956=100 


China 
Burma {Ceylon | (Tai- 
wan) 


ALL COMMODITIES 


1958 


los | 124 | 111 | 109 | 119] 11g] 122 | 109 | 114 | 106 | 113 | 108 
1959 Tho): 125°) 195 +] bead. | 27 31) iegaie  egaee es Heise Pl oiis: |" yTisibhedis 
1960 118s} 129 |:120'| 412 | 423 | 138] i121 | 121 }a22. | 116 | 123. |,.190 
1961 123 | 128 | 124 | 111 | 132 | 120] 136 | 127 | 124 | 120 | 126 | 140 
+1962 12g | 127 | 124 | 119 | 130 | 130] 122 | 127 | 130 | 120 | 135 | 146 
1963 135 | 192 | 127 | 111.| 138] 128| 135 | 134 | 137 | 128 | 140 | 158 
1964 143 | 145 | 129 | 119 | 134 | 133] 172 | 137 | 135 | 128 | 139 | 157 
1965 141 | 157 | 122 | 119 | 145 | 194] 171 | 146 | 141 | 191 | 146 | 167 
1966 140 | 163 | 121 | 122 | 144] 139] 185 | 155 | 145 | 130 | 156 | 202 
1967 147) | 170 | |2131 | 24 | 487 | ‘isei! ‘lems 158 | e150) | 142'| 153 | a72 
‘1968 152 | 176 | 137 | 129 | 175) 162] 167 | 176 | 156 | 150 | 161 | 182 
1969 iss | 180 | 144 | 133 | 172 | iso | 183 | 194 | 189 | 154 | 156 | 191 
FOOD 

} 
1958 110 “i241? We an 105 
1959 ig | 125 | 117 | 116 110 
1960 120 | 124 | 134 | 118 124 
1961 121 | 138 | 144 | 120 133 
1962 132 | 123 | 142 | 125 144 
1963 130 | 139 | 152 | 127 154 
1964 134 175 146 133 150 
1965 135 | 173 | 158 | 134 154 
“1966 141 | 185 | 165 | 139 185 
1967 iss | 167 | 169 | 145 161 
‘1968 166 | 165 | 180 | 153 176 
164 | 180 | 189 | 156 179 


“1969 ae 


112 121 99 
128 117 125 97 
113 118 122 114 
122 115 137 152 120 
121 117 122 144 136 
135 103 133 156 148 
120 108 153 135 143 
132 107 146 161 140 
142 106 162 165 180 
170 118 151 160 148 


203 118 145 
191 107 164 


PER CAPUT CEREAL PRODUCTION 


Source: Food and Agriculture Organization of the United Nations. the countrizs themselves because of differences in concepts of production, coverage, 
General note: These indices are calculated by FAO on a uniform basis employing weights, time reference of the production data and methods of calculation. 
regionally constant weights. They differ from national index numbers produced by 


| | a [a iaaialeaeaaaaaiaaare aa 
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10. AREA AND PRODUCTION OF SELECTED AGRICULTURAL COMMODITIES 


AREA (1,000 hectares) 


1966 1967 1968 
RICE ( tpedeys 
Afghanistan 220 225 225 225 
Australia 26 30 31 34 
Brunei 2 3 4 4 
Burma 4516 3934 4976 4980 
Cambodia . 2 182 2020 2 324 2410 
Ceylon . $20 539 $62 577 
China (mainland) . 31 000 32 000 32 000 32 750 
China (Taiwan) 789 787 790 741 
Pile wes 8 9 10 10 
Hong Kong 9 6 10 10 
India 35 251 36 437 36 966 37 900 
Indonesia 7 668 7523 7964 8 000 
Iran Sy A OATS 376 385 385 412 
Japan .. A 3 254 3 263 3 280 3 270 
Korea, Republic of A 1231 1 235 1150 1250 
Laos eter 930 960 960 960 
Malaysia: 
East Malaysia 
Sabah 35 39 4] 4] 
Sarawak . lll 109 131 coe 
West Malaysia 344 320 389 400 
Nepal . 1030 1119 1 200 1 200 
Pakistan 10 480 11 309 11 297 11 300 
Philippines 3 096 3 304 3 332 3 150 
Thailand 6 949 5 601 6 799 6 800 
Viet-Nam, Republic of 2 295 2 296 2394 2 390 
Viet-Nam, North 2 500 2 550 2 674 2 600 
WHEAT 
Afghanistan 2345 2500 2500 2 500 
Australia 8 427 $081 10 763 10 120 
Burma 182 134 130 130 
China (mainland) . 27 000 27 400 27 400 27 400 
China (Taiwan) 14 12 8 5 
India 12 656 12 838 14 998 15 958 
Iran 4 200 4 400 4800 4500 
Japon <i; 421 367 322 287 
Korea, Republic of 153 152 157 170 
Mongolia 295 320 320 320 
Nepal ; 118 126 150 157 
New Zealand . 81 93 127 127 
Pakistan $ 210 $417 6 061 6 277 
BARLEY 
Afghanistan 350 350 350 350 
Australia loll 1057 1295 1 $00 
India 2633 2 825 3375 2758 
Iran 1 200 1 200 1 300 1 500 
Japan . 388 352 316 175 
Korea, Republic of 961 961 977 980 
Mongolia : 12 12 12 12 
New Zealand . 34 37 63 55 
Pakistan 176 185 198 184 
MAIZE 
Afghanistan $05 $20 510 510 
Australia 82 81 80 85 
Burma ; 143 150 150 150 
Cambodia . 89 117 113 102 
Ceylon. . 12 14 17 Gs) 
China (mainland) . $ 700 $ 700 9 700 10 100 
China (Taiwan) 22 24 21 18 
India $ 074 5 583 5716 5 600 
Indonesia 3.186 2 547 3 269 3 270 
Tran 20 25 25 25 
Japan . 26 21 18 16 
Korea, Republic of 42 50 43 45 
Laos < 40 40 42 42 
Malaysia: 
East Malaysia 
Sabah ‘ 4 4 4 4 
West Malaysia 4 4 4 4 
Nepal . ‘ 420 440 440 440 
New Zealand . 3 3 6 7 
Pakistan $57 6ll 620 653 
Philippines 2158 2 047 2180 1985 
Thailand 644 683 670 650 
Viet-Nam, Republic of 29 29 29 29 


380 
142 

3 

8 508 
2760 
1054 
85 000 
2 943 
9 

12 


$8 551 
12 628 
800 
16 343 
5 344 
735 


PRODUCTION (1,000 tons) 


380 
153 

3 

8 055 
2 500 
756 
89 000: 
3 076 
8 

21 


45 983 » 


13 600 
845 
16 116 
4731 
740 


337 
182 

3 

6 636 
2376 
955 
88 000 
3117 
11 

17 

45 657 
14056 
875 

16 $52 
5 297 
754 


73 
120 
913 

2 007 
16 410 
4094 
11975 
4 336 
4 500 


2033 
12 699 
97 

25 700 
29 

10 424 
3190 
1024 
315 
253 
147 
292 
3951 


375 
1397 
2377 
1000 
1105 
2018 

11 

114 

96 


720 
191 
89 
136 
10 

25 500 
52 
4894 
2 874 


396 
215 

6 
7714 
2 457 
1147 
92 000 
3 162 
8 

12 

56 418 
14 344 
954 
18 770 
4869 
784 


390 
221 

8 

8 485 


59 642 
15 224 
957 

18 765 
4318 
932 


92 

123 
1035 
2 322 
20 065 
4445 
10 895 
4 366 
4920 


2 250 
14 647 
73 

27 000 
17 

16 540 
4977 
1012 
345 
335 
216 
442 

6 477 


375 
1685 
3 504 
1160 
1021 
2 084 

12 

219 

121 


730 
201 
65 
154 
12 

26 000 
Sl 

6 701 
3 102 
35 

Sl 

63 

23 


: 


F 
4 
; 
3 


8 500 

2253 

1477 
95 000. 
3178 

18 

18 

63 000 

16 580 

1030 
17 568 
5 000 
932 


) 
390 
242 

8 


SUGAR CANE (Crop year) 


Afghanistan Ree 4 
Australia® . 190 
Burma® 5 35 
China (mainland)> A 400 
China (Taiwan)* 111 
Nieuwe TT a. 42 
Perce ih 2 562 
Indonesia? 119 
Japan? . 9 
Nepal? . Ht betes 9 
PakistanD . . . A 647 
Philippines 328 
Thailand» . 161 
Viet-Nam,? Republic ot 34 
POTATOES 
Australia 41 
Burma . . 16 
China (Taiwan) 2 
India 415 
Iran 20 
Japan . 220 
Korea, Republic of 47 
Mongolia 3 
New Zealand . 12 
Pakistan 70 
Philippines 3 
MILLET (M) AND SORGHUM (S) 
Australia . . . M 22 
Ss 140 
Burma M 142 
Ceylon M 26 
S 1 
China (Taiwan) M 5 
s 3 
Midia .f. . . M 18 676 
S 17 938 
Iran M 17 
Ss 10 
Japan . M 27 
s 1 
Korea, Republic of M 141 
S 16 
Nepal . M+5S 96 
Pakistan . . . M 911 
Ss 586 
SWEET POTATOES AND YAMS 
Cambodia . 4 
Ceylon. . 14 
China (Taiwan) 246 
Hong Kong 2 
India 130 
Indonesia 620 
Japan . 297 
Korea, Republic of 133 
Malaysia: 
| East Malaysia 
Sabah 5 0.4 
West Malaysia 9 
Philippines 146 
Singapore . 1 
Thailand ‘ 27 
Viet-Nam, Republic of 48 
CASSAVA 
Cambodia . 1 
Ceylon. . 45 
China (Taiwan) 17 
Fiji. 7 
India 244 
Indonesia 1579 
Philippines 93 
Thailand 105 
Viet-Nam, Republic of 43 


“AREA (1,000 hectares) 


1965 1966 1967 1968 1969 | 1964 
4 4 4 4 +4 31 
204 225 224 230 2i9 || 15312 
42 47 47 48 ur 1084 
400 420 430 445 22 500 
106 90 96 90 53 9 490 
43 43 45 53 46 2 356 
2780 | 2301 | 2047 | 2461 | 2557 || 119598 
115 126 125 125 .f 8 360 
12 13 13 13 642 
11 9 10 11 ~ 126 
751 817 671 703 727 || 24999 
298 288 309 312 ... || 16300 
140 123 124 158 5074 
33 26 15 15 1093 
36 39 40 43 42 571 
15 14 8 10 12 50 
1 1 2 2 2 19 
431 480 473 501 537 2.593 
20 20 20 20 22 106 
213 195 183 188 190 3914 
60 60 58 61 62 570 
3 3 3 3 3 27 
13 13 1 13 9 241 
74 78 89 96 105 460 
3 3 3 3 3 16 
25 26 21 25 25 24 
175 203 187 212 167 195 
144 145 133 140 140 49 
28 36 24 22 23 20 
2 1 1 1 1 1 

6 6 6 5 5 6 

4 5 5 4 4 2 
18263 | 19139 | 19956 | 19036 | 19100 8 304 
17504 | 18054 | 18423 | 18731 | 18800 9749 
17 17 17 18 18 18 
10 10 10 12 12 10 
22 18 14 1l 11 42 
1 1 1 1 1 1 
128 98 86 120 120 76 
15 14 11 11 11 8 
100 105 110 100 100 65 
840 837 914 736 747 446 
594 559 585 474 580 293 
3 2 1 2 2 30 
14 15 20 20 20 68 
234 235 236 240 221 3.348 
2 1 1 1 1 19 
155 175 201 200 210 855 
419 453 360 400 450 3.958 
257 243 214 186 154 5 875 
152 148 137 135 140 2651 
1 1 1 l 1 3 

9 8 6 6 6 100 
139 139 139 140 143 725 
1 1 1 1 1 5 
27 30 39 39 40 180 
43 49 38 35 37 301 
2 1 2 3 3 15 
53 49 71 73 70 369 
18 17 19 21 22 242 
7 7 7 7 7 80 
241 271 290 335 340 2 823 
1554 | 1565 | 1519 | 1600 | 1600 |] 12262 
90 87 84 83 85 646 
101 157 124 135 135 1557 
43 39 37 35 36 289 
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10. AREA AND PRODUCTION OF SELECTED AGRICULTURAL COMMODITIES (Cont'd) 


PRODUCTION (1,000 tons) 


1965 1967 1968 
[ 96s | 1967 | 


60 58 60 60 
14 382 16 953 17 026 18 696 
1 448 1584 1600 1700 
23500 | 24500 | 26000 27 500 
8924 6 744 8 268 6 652 
2 206 2 228 2197 2 850 
119642 | 92826 | 95500 | 117572 
9170 8 180 8720 8 130 
832 790 854 870 
192 147 170 191 
29 981 30 182 26 371 29 385 
13 282 15 277 15 525 15 550 
4 463 3 829 4017 5 200 
936 770 426 450 
516 649 653 669 
46 34 21 33 
16 16 23 22 

3 668 4 060 3522 4 232 
110 108 109 115 
4 056 3 383 3 636 4056 
581 688 566 617 
24 24 25 25 
318 325 250 300 
575 647 768 901 
17 17 12 13 
22 32 21 27 
195 319 267 411 
36 41 26 32 
20 20 17 16 

1 1 1 1 

6 6 7 7 

7 8 10 7 

6 487 7 587 8976 7254 
7527 9 224 10 048 9 804 
18 18 18 19 
10 10 10 12 
34 28 22 20 

1 1 1 1 

63 59 42 79 

8 8 6 i 
120 120 130 110 
370 371 414 330 
274 277 291 262 
21 13 13 16 
Sl 63 73 76 
3131 3 460 3720 3 445 
20 12 ll 10 
1090 1334 1549 1550 
2723 2 308 2023 2 300 
4955 4810 4031 3594 
2997 2690 1671 2049 
4 4 4 4 
100 90 70 60 
701 724 708 707 
5 4 4 4 
196 230 247 247 
278 246 254 234 
30 19 23 40 
328 289 383 425 
265 264 299 342 
80 80 80 80 
3032 3 467 3717 4520 
11 274 12 100 11 291 11 800 
614 529 482 496 
1 475 2 323 1774 2 000 
236 280 262 260 


1969 
15 474 


2.250 


691 


4773 
115 
4100 
620 


200 
996 
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10. AREA AND PRODUCTION OF SELECTED AGRICULTURAL COMMODITIES (Cont'd) 


SOYBEANS 
Cambodia . . 
China (mainland) . 
China (Taiwan) 
Indonesia 
Japan . 

Korea, Republic of 
Thailand . 
Viet-Nam, Republic of 

GROUND NUTS (in shell) 
Australia 
Burma 
Cambodia . 
China (mainland) . 
China (Taiwan) 
India 
Indonesia 
Japan? . 

Pakistan 

Philippines 

Thailand : 
Viet-Nam, Republic of 

COTTON SEED 
Afghanistan 
Australia 
Burma 
Cambodia . 

India 

Indonesia 

Tran ; 

Korea, Republic of 
Pakistan 

Thailand 

SESAME SEED 
Burma 
Cambodia . 
Ceylon. . 
China (mainland) . 
China (Taiwan) 
India 
Iran 
Japan . 

Korea, Republic of 
Pakistan 

Thailand 

Viet-Nam, Republic of 

COPRA 

Ceylon . 
Fiji. 
India 
Indonesia 
Malaysia: 

East Malaysia 
Sabah 
Sarawak. . 

West Malaysia 

Philippines 

Thailand 

Viet-Nam, Republic of 
Western Samoa 

TOBACCO 
Australia (dried road 
Burma. . . 
Cambodia . 
Ceylon. . 

China (Taiwan) 
India 

Indonesia 

Iran 

Japan . 

Korea, Republic of 
Laos 3 

Nepal . 

New Zealand . 

Pakistan . at 

Philippines . . . 

Thailand . . 

Viet-Néam, Republic of 


12 


13 660 


51 
571 
217 
281 

34 

6 


AREA (1,000 hectares) 


PRODUCTION (1,000 tons) 


[sea] a068 [ieee [aoe [rose [vaso || ieee [on =) 
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10. AREA AND PRODUCTION OF SELECTED AGRICULTURAL COMMODITIES (Cont'd) 
AREA (1,000 hectares) | PRODUCTION (1,000 tons) 
19ea__| 196s | 166 | 1967 | 1968 | 1969 [| 1964 | 1965 | 1966 | 1967 | 1968 | 1969 

Fepton Serle A 240 240 242 242 242 242 219 228 222 221 225 228 

China (mainland) . : 190 190 190 190 190 190 159 159 159 159 159 159 

China (Taiwan) . A 35 35 35 34 34 33 18 21 22 24 24 26 

MG. ee. aA 338 342 345 348 350 350 372 366 376 383 403 400 
Indonesia: 

(on farm & estates)A 63 63 58 58 58 57 43 41 32 33 41 41 

(on villages) . A 66 70 66 66 66 66 44 49 43 45 45 45 

rn 23 25 25 25 25 25 ll 15 18 18 18 19 

mapas. fs. «fw A 49 49 48 49 49 50 83 77 83 85 85 86 
Malaysia: 

West Malaysia . 4 4 4 3 3 3 3 3 4 3 3 3 
Pakistan . . A 36 37 38 40 42 45 29 27 29 30 28 30 
- Viet-Nam, Republic ofA 10 10 8 7 8 8 5 6 5 4 5 5 

VietNam, North . . 12 12 10 10 12 12 4 4 3 3 3 3 
sOTTON (lint) 
Afghanistan... 150 121 121 121 120 120 26 25 21 23 22 23 
Menustralia .. . . . 17 15 22 22 31 32 3 10 20 17 32 32 

Burma As aoe 232 204 173 190 192 190 23 15 15 21 20 20 
Cambodia . : 6 6 5 2 6 5 2 2 2 1 2 2 
China (mainland) 4 4452 4654 4856 § 059 4978 5 000 1193 1258 1 409 1518 1474 1 480 
mindia . . 4 8 271 7942 7 836 7995 7685 8 000 1019 857 895 982 949 siete 
‘Indonesia . . . . 15 15 15 15 15 15 3 3 3 3 3 3 
Tran 6 384 384 393 291 360 360 121 152 115 118 160 152 
_ Korea, Republic of # 23 19 19 17 16 16 4 4 5 4 4 4 
Pakistan . . ; 1 481 1564 1609 1799 1757 1 800 380 417 457 520 529 §51 
: maciiond §)) .9 . 18 66 72 82 88 101 100 16 20 30 27 30 30 
UTE AND ALLIED FIBRES 
- Burma > ae oe 17% 25 21 34 40 39 10 15 13 18 21 20 
Cambodia |. 5 2 2 2 5 8 7 2 2 2 4 6 8 

China (mainland)e f 180 200 210 215 220 220 390 430 460 480 495 500 
China (Taiwan) . . 7 8 7 5 7 9 13 13 ll 10 ll 16 
India: Jute bat Me 839 757 797 880 527 770 1084 805 964 1138 528 1010 
| Mesta . . . 360 339 322 321 277 344 285 231 220 229 163 243 
jaron: Kenaf ... . 4 6 7 7 7 7 2 3 5 5 5 5 
Mend, 2 wl te 32 34 34 34 29 31 39 39 38 40 30 35 
merokiston =. . lt. 672 846 876 946 878 976 967 1154 1161 1210 1036 1265 
Thailand: Jute Ay oA 5 8 10 7 9 10 7 9 11 7 10 12 
Kenaf . . 215 373 524 343 112 324 303 529 657 421 140 320 
: Viet-Nam, Republic of 

Mite ts Bs ye 1 1 1 1 1 1 1 1 1 a 1 1 

Kenat ae e's 1 3 1 0.1 0.2 0.2 1 3 1 0.2 0.2 0.2 
qEMP FIBRE 
: India (sunn hemp) . 194 169 180 174 173 170 71 57 57 71 66 54 

Japan . it l 1 i 1 1 1 0.8 0.7 0.7 0.6 0.6 0.7 
_ Korea, Republic of 5 6 6 6 6 6 6 4.9 5.6 5.8 6.1 6.3 6.5 
- Pakistan (sunn hemp) 18 Tat 16 17 18 18 - 12 12 11 11 12 11 
Philippines (abaca)é . 199 198 186 171 150 Mere 118 108 95 81 70 piety 
WOOL ——— 1000 quintals, greasy basis —————— —— 1000 quintals, clean basis 

Australia .. - 8 092 7542 7992 8 027 8 794 9 061 4604 4254 4549 5 083 
| China (mainland) . J 770 770 790 790 790 790 460 460 460 470 

india . . ee 5 334 337 356 370 375 375 209 211 223 etal 
Muapon . 1. lk 9 8 5 4 3 2 5 4 3 1 
Mrakiston.. . . « 195 (200) (200) 204 204 204 (117) (120) 120 122 
New Zealand. .. 2 827 (3 152) 3218 3 303 3319 3 360 2035 (2 301) 2 298 
4 


Source: Food and Agriculture Organization of the United Nations, except those in . Dried in shell. 
brackets which are from national sources. . Jute and ambary. 


d 
e 

General Note: Area relates generally to area harvested except those with the symbol f. Area is for fibre only. 
g 


= f£ plucking. 
Awhich relate to planted area and A to mature area or area of p 8 . Area refers to crop year beginning in the year stated; production refers to calendar 


a, Sugar cane crushed in factories. year and represents balings as os by the Fibre Inspection Service, plus an 
b. Production refers to total sugarcane cut. allowance of 10% for unbaled fi 


c. Data relate to cane grown for centrifugal sugar only. 
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11. PRODUCTION OF MEAT 
Country Kind of meat | 1962 1963 864 | 1965 1966 1967 1968 
Afghanistan Beef and veal 28 30 
Mutton and lamb 114 115 135 ue 
Australia® (total) Beef and veal 930 1003 1028 948 
Pork «... 116 113 122 135 
Mutton and lamb 606 599 599 613 
Burma? (commercial) Beef and veal ll 14 13 16 
Pork) ssa0.- 12 14 13 14 
Mutton and lamb 3 3 3 & 
Cambodia (inspected) . Beef and veal 16 17 7 8 
Pork 30 21 19 19 
Ceylon (total) Beef and ree) . 15 15 16 15 
Mutton and lamb 2 2 2 2 
China (mainland) (total) Beef and veal 1900 1950 1950 2050 
Porky Sos 8 900 9 100 9 300 9 350 
Mutton and lamb 530 540 540 550 
China (Taiwan)* (total) Beef and veal 6 9 9 5 
Pork? 7a): 168 189 202 218 
Mutton and lamb 1 1 1 
Fiji Beef and veal 2 2 2 2 
Hong Kong (total) . Pork 49 46 34 28 
India (total) . Beef and veal 160 160 160 162 
POT) cas 24 24 24 24 
Mutton and lamb 354 357 360 363 
Indonesia (total) Beef and veal 277 282 281 281 
Pork 81 88 88 88 
Mutton and lamb 35 44 44 44 
Iran Beef and veal 68 66 64 62 
Pork (-3 . 1 z! 1 1 
Mutton and lamb 172 173 174 175 
Japan (inspected) Beef and veal 146 186 224 208 
Pork) | “<=. 324 279 298 364 
Mutton and lamb 3 2 2 2 
Korea, Rep. of (Inspected) Beef and veal 24 31 46 40 
Pork 40 58 66 76 
Laos (total) . Beef and veal 3 3 3 4 
Pork 4 4 3 3 
Malaysia: 
East Malaysia: Sabah (total) Beef and veal 1 a 1 1 
Pork 3 3 3 3 
West Malaysia Beef and veal 11 ll 12 12 
Porky = vs 45 45 45 47 
Mutton and lamb 2 2 2 2 
New Zealand® (total) . Beef and veal 286 298 291 276 
Ok 2. 40 43 47 45 
Mutton and lamb 473 463 389 476 
Pakistan (commercial) Beef and veal 258 264 264 270 
Muttan and lamb 81 87 87 91 
Philippines® Beef and veal 55 60 60 60 
Pork. fi 165 158 155 240 
Mutton and lamb 3 2 3 2 
Singapore (commercial) Beef and veal ws = aa 
Pork . 18 16 15 16 
Mutton and lamb — — — s 
Thailand (inspected) Beef and veal 44 43 47 47 
Pork 131 130 125 125 
Viet-Nam, Rep. of (total) . Beef and veal 16 16 17 27 
Pork 90 90 100 115 
Source: Food and Agriculture Organization of the United Nations. farm slaughter; ‘‘commercial"’, to total production excluding farm slaughter; and 
“‘inspected"’ to meat produced from animals slaughtered under governmental super- 
General Note: Data in this table refer to production of beef and veal (including vision. For some countries, no information concerning coverage is available but 
buffalo meat), pork (including bacon and ham as pigmeat equivalent), and mutton it is believed that, for most of those countries, the figures refer to inspected or 
and lamb (including goat meat), in terms of carcass weight, excluding lard, tallow commercial production only. 
and offals. Except as otherwise specified, data refer to production from indi- a. Years beginning 1 July. 
genous animals only, including, where applicable, the meat equivalent of exported b. Data cover 70 towns only, with a population of a little over 2 million. 
live animals, Where information concerning the statistical coverage of the data ¢c. Including edible offals. 
shown is available, an appropriate notation is inserted under the name of the d. Year ending 30 September. 
country, ‘‘total'’ production refers to meat produced from both commercial and e. Year beginning 1 March. 


_ MILK 
Afghanistan . 


Australia® 
Burma 


Ceylon 


China (mainland) . 
China (Taiwan) 

Fiji : 
Hong Kong? . 
India 


Indonesia 
Iran 


Japan . 
Korea, Rep. of 
Malaysia: West Malaysia 


New Zealand° 
Pakistan 


Philippines 


Singapore 


BUTTER 
Australia® 
Indiad 
New Zealand¢ 
Pakistan® 


CHEESEt 
Australia® 
Burma 
Tran 


Japan 


New Zealand¢ 


12. PRODUCTION OF DAIRY PRODUCTS 


CONDENSED AND EVAPORATED MILK 


Australia® 


_ Japon . 
/ 


_. New Zealand& 


DRIED MILK 
Australia 


Japan . 
New Zealand¢ 


Source: Food and Agriculture Organization of the United Nations. 


General Note: Milk production generally excludes milk sucked by young animals but 


includes milk fed to them, 
a. Year beginning 1 July. 
b. Year beginning | April. 


Rertan 


. Year ending 31 
. Including ghee. 
. Mainly ghee, 

. Cheese from whole and partly skimmed milk of cows or buffaloes. 

. Years ending 31 May, including condensed milk and whole milk powder. 


1962 1963 1964 

‘Cow . 300 305 336 
Buffalo 3 3 3 
Sheep 190 191 192 
Goat 62 58 53 
Cow 6 879 7013 7128 
Cow . 263 283 301 
Buffalo 18 18 21 
Cow 81 115 144 
Buffalo 23 35 40 
Cow VA Ue 2'753 2.790 
Cow 5 8 11 
Cow 10 10 10 
Cow 6 5 6 
Cow . 8 860 8 964 9 069 
Buffalo 11 107 11123 11139 
Goat 538 541 544 
Cow 35 33 38 
Cow . 864 855 846 
Buffalo 69 63 57 
Sheep 336 361 391 
Goat 276 268 263 
Cow 2 437 2761 3 020 
Goat 9 8 7 
Cow 4 5 9 
Goat 2 2 2 
Cow . 18 20 20 
Buffalo 4 4 5 
Cow 5 381 5 459 5 684 
Cow . 4918 5014 5 120 
Buffalo 5 610 5719 5 840 
Goat 638 650 664 
Cow . 9 10 Ty} 
Buffalo 12 13 14 
Cow 1 1 1 

Total 206 207 206 
Total 436 438 44] 
Factory 19 22 23 

‘Total 214 221 235 
112 112 112 

Total 60 59 63 

Total 5 5 5 

Total 26 27 28 

Factory 8 12 13 

Total 102 100 97 

Whole 63 76 87 

Skim 9 12 10 

Whole 60 55 Al 

Skim 31 29 28 

15 15 16 

Whole 18 19 20 

OKim: Pb hee. eae 43 42 49 

Butter milk and whey . 9 10 9 

Whole 46 52 61 

Skin 29.4. 4% 17 25 27 

Skim-milk powder 42 52 64 

Butter milk powder . 18 18 20 


May. 
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Thousand tons 


| 1966 | 1967 1968 1969 


271 


98 


15 


138 
27 
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PRODUCTION 
13. INDEX NUMBERS OF INDUSTRIAL PRODUCTION 


1963 = 100° 


wae | ae ee 


AUSTRALIA¢> (July 1963/June 1964=100) 


Manufacturing . . . 91.0 115 126 115 125 131 132 127 133 140 144 144 AAC em 
Durable goods. . . 55.0 112 124 109 124 132 131 115 130 137 140 140 aiate «ae 
Non-durable goods. 36.0 119 124 122 122 123 130 132 131 136 144 146 ven <a 

CHINA (Taiwan) h 

Industrial production® . 100.0 193 234 219 224 235 257 264 269 276 264 268 280 313 
Mining and quarrying 8.1 117 107 107 120 lll 129 119 125 107 97 104 122 135 — 
Manufacturing Gs 82.1 199 245 232 235 246 270 283 284 291 281 285 295 334 

FoodCwm... fare 17.4 131 158 153 160 160 148 254 136 123 117 103 37 194 

Wextlesma) ieee! = 10.9 162 272 233 260 284 309 288 326 339 331 359 364 358 

Chemicals . . 11.2 271 309 290 308 314 328 335 318 336 322 351 365 392 
Non-metallic mineral 

products). 5) « poly: 165 181 184 182 183 207 193 203 182 169 178 186 207 

Public utilities . . . 8.8 166 198 178 190 203 207 210 220 240 226 236 235 247 

Construction 1.0 806 | 1079 937 912 | 1053 | 1298 |} 1020 | 1481 | 1429 | 1288 {1164 | 1518 | 1404 

INDIA@ 

Industrial production. . 100.0 116 | ° 124 129 121 124 125 128 128 131 Aor Sais sae wes 
Mining and quarrying 9:7 109 115 120 122 109 109 117 123 114 on e's os os 
Manufacturing . . 84.9 114 121 123 114 123 123 126 123 127 eit ote a vee 

Foods call tts pier 12.1 103 100 106 84 104 97 125 124 119 sie and acs ess 
SUuGGK | eae 3.6 94 wae 250 8 10 nei ae oak ee . 

Tea can: 5.1 lll Se 18 104 171 Bic nhc Scns asic cE Ses an non 

Textiless, = G-/inue = 27.1 98 103 104 103 104 94 98 96 101 ante ah ins one 

Chemicals xe 7.3 129 147 146 137 152 158 158 152 159 wee das ales wen 

Basic._metal industries 7.4 104 113 105 108 115 117 119 116 116 sist ASE <a ae 

Electricity 5.4 153 177 162 181 180 183 174 199 202 ws aan sit «ie 

IRAN* 

General BOREL asin ope he 100.0 170 186 165 178 199 201 
Mining? . . caer 60.8 177 195 180 185 202 213 sis ae “res was ars wins 
Manufacturing! — es 37.2 157 174 135 165 193 201 aa oats uae At; Ov8 wane 
Electricity and gas. 2.0 199 224 233 171 272 253 oie ec Situ acc Ke wee 

JAPAN 

Industrial production. . 100.0 162 190 179 185 192 206 206 216 224 233 239 237 250 

Mining and 
manufacturing . . 95.8 162 191 179 186 192 207 206 217 225 234 241 239 252 
Mining. see ak 104 105 106 102 104 108 106 103 101 103 107 102 109 
Manufacturing Boks 93.6 164 193 193 188 195 210 209 221 229 238 244 242 256 
Rood: hae os, 10.6 133 142 157 132 130 147 163 140 138 138 148 144 177 
Textiles . . . 11.4 142 151 142 150 153 157 153 165 169 171 174 173 176 
Chemicals . : : 164 190 180 189 191 202 207 219 224 230 241 236 249 


9.0 

Ferrous metals. 6.5 191 215 204 209 218 229 233 253 264 269 286 280 294 

Machinery ai ey 30.0 187 239 213 232 245 267 263 286 300 321 323 321 336 
4.2 


Public utilities 150 167 167 155 169 176 183 174 192 189 191 196 218 
KOREA Republic of€ 

Industrial production. . 100.0 198 258 193 236 248 277 278 311 313 3198 341 340 352 
Mining® 5. <)< «= .. 11.0 137 113 125 143 126 113 103 107 108 109 121 123 131 
Manufacturing . . . 81.9 190 275 201 251 265 295 297 334 338 342 366 364 376 

Food Ag ie tal 6.5 152 177 179 229 223 191 226 246 238 259 272 271 282 
Textiles |. “5 % -- 12.7 200 307 239 268 292 326 366 384 442 455 465 474 500 
Chemicals A 7.3 237 372 312 395 421 360 346 460 444 426 446 442 432 
Electricity 7.1 223 273 242 251 281 315 317 326 354 348 390 392 416 
NEW ZEALAND) 

Industrial production. . 100.0 127 ape eae ante Shale afore aoc aear NOD ans aya vive wan 
Mining and quarrying 3.1 122 bon rete wae = OG att An Bc AiG ye nae wae Bee 
Manufacturing . . . 66.7 126 127 127 127 126 127 128 131 Sc | one Ai AK: vee 
Electricity and gas. 4.9 128 SI Bae a eee sie Oe awe rey was sie" vie ses 
Building & construction 25.3 124 oi ets ache Jap yore oes ue ade: wan sate eee tes 

PAKISTAN® (July 1962/June 1963=100) 

Industrial production. . 100.0 148 159 angie qr sais oer _ 171 
Mining 4a era a 8 « 6.1 133 128 chow an AOL swe 139°© ————_________ 
Manufacturing . . . 93.9 149 160 cae noe Soc as -——S 1722 

PHILIPPINES . 

Mining. . Fie faire 131 150 130 148 160 162 154 167 we atts aye wes eas 

Manufacturing jae 100.0 125 136 122 141 140 142 143 sare <a edie ahs owe vide 
Non-durable . . . 82.7 124 136 127 140 138 142 14] Sere OK wets any aes ses 

Food products . . 15.0 125 128 124 130 129 129 134 PO S100 wie ware arr ene 
Beverages . = 11.6 123 158 148 150 162 170 169 Rats ates ates ia sus wee 
Tobacco products : 15.8 150 174 172 194 175 155 173 Ries ae ‘ oes 
Textiles pce 6.2 109 103 105 98 107 104 102 ee oe wan 
Chemicals. : 15.4 119 117 110 110 119 130 120 sie E < ee 
Misc. products of 

petroleum and coal 9.3 134 163 117 172 175 189 183 ‘e's A oes 


Durable i) ase 178 |v <190:|>" 142° 19r | tae | a7 | ae || “asa. oc h... | Ck Le 


SINGAPORE (1966=100) 


alain il 


VIET-NAM, Republic of 


13. 
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INDEX NUMBERS OF INDUSTRIAL PRODUCTION (Cont'd) 


1963 = 100° 


Weight | 1967 1968 


Manufacturing 

Food 

Beverage 

Wood and oie 

Printing, publishing 

Products of petroleum 
and coal . TEs 

Non-metallic mineral 
products 

Metal products . 

Transport equipment 


Manufacturing 


Food 
Beverages 


a, Original base: Australia, 1963/64; China (Taiwan), 1961; India, 1960; Iran, 1963; 
Japan, 1961; Republic of Korea, 1965; New Zealand, 1954/55; Pakistan, 1959/60; 
Philippines, 1955; Singapore, 1966; Republic of Viet-Nam, 1962. 


b. Unofficial index prepared by the Australia and New Zealand Bank Ltd. 
c. Sugar production is excluded from the monthly and quarterly index but included 


in the annual index, Weights relate to annual index. 
d, Quarterly figures relate to the mid-month of each quarter, 


. Products of petroleum are included in mining. The mining indexes have been 


calculated by the Statistical Office of the United Nations from component indexes. 


. Excluding tobacco. 
. Figures are the 1966 base indexes converted into the 1965 base equal to 100. Weights 


relate to the 1966 base indexes. 


h. Year ending 31 March of the year stated except in the case of the important semi- 


primary industries, the years correspond with the production seasons ending in 
June or September, 


14. PRODUCTION OF SELECTED COMMODITIES 
Monthly averages or calendar months 


Ceylon 194] 187] 164 | 23.8 
China (Taiwan) . 2.1 2.0 2.2 1.6 
India . 31.2 28.1 7.2 31.6 

Indonesia 33.0 40.1 On 

Japan . 7.1 7.1 eel 1 $80 

Pakistan 2.4 2.4 0.1 2.3 
NATURAL RUBBER® 
Cambodia 4.5 4.3 2.3 3.8 
| Ceylon 119| 124]| 126] 10.1 

India 5.2 5.7 4.4 5.3 

Indonesia ; 63.5 62.7 57.0 64.5 

Malaysia and Singapore 83.4 92.6 85.6 77.1 

Thailand . . Arie ena 17.9 21.5 25.3 20.0 

(Viet-Nam, Republic Pe aa beg 3.7 2.4 1.2 2.1 

AL 

' Afghanistan* 12.6 ey FY ry 

Australia. . . 2939 | 3402] 2937 | 3320 

China (Taiwan) . 423 431 441 431 

India» . §907 | 6251]} 6413 | 6 262 

Indonesia 17.3 14.7 14.5 14.8 

Sree Ate eM eta 1s 25.0 ah is nee 

Japan. . iy ROE OP ar $957 | 3858]; 4068 | 3769 

Korea, Republic ase, ; $a th aA 1036 797 850 820 

| OlGtn ee cP ace tts 104 ren Rit Cha 

eA ‘ 200 188 157 194 

Pakistan> AN er, 117 eran sats aa 

Philippines . . wt. 84]. 32 4s!| 3.9 


13.7 
1,3 
45.9 
13.5 
4.2 


Thousand tons 


[field mn oe Tea rar os 
ee [mw [wt Te | [Se [om [We | oe 


21.0 


27 lhenus 4) wee los.) so), Sa buneQulds 
275 || 5.8 
DG Rea Ge) uth Lace db Fer cd 
MOO eines! asl \ 48 
ey Rew) tata, seal! Weal wall |. wok 
141 || 128 | 95 | 144 | 118} 182] @8| 195 
79 || s2| 62 | 64] 76| 78] 93] 98 
66.5 || 61.0 | 61.0 | 66.0 | 66.0] 66.0 | 66.0| 66.0 
108.1 || 1008 | 984 |119.7 | 1181] ... 
261 || 282 | 204 | 191 | se] 2e2| ... 
37 || 141 19 | 23 | 20] 28] 30 
3617 || 3922 |3777 |4286 | 4419 | 4605 | 4045] ... 
447 || 388 | 423 | 354 | 329 | 329 | 307| 437 
6345 || esis | 6644 
rad ie aabal &2 : 
ase || 3972 | 3671 | 3506 | 3sco | 3748 |3576| ... 
778 || 729 | 709 | 699 | 703 | gi6 | g2e| 936 
is9 |} 160 | 188 
1ill 321 62 ’ 
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Australia . 
Brunei 

China (Taiwan) . 
Indonesia® 

Tran 

Japand 
Pakistan® 


PETROLEUM, CRUDE® 


Australia . 
Brunei 

Burma ‘ : 
China (Taiwan) ; 
India 

Indonesia 

Tran? 

Japan . 
Mongolia . 
Malaysia: Sarawak 
Pakistan 


IRON ORES 


Australia . 

Hong Kong 

India 

Japan® ; : 
Korea, Republic of ; 


Malaysia: West Malaysia 


Philippines 
Thailand . 


TIN-IN CONCENTRATES 


Australia » 
Burma 
Indonesia 
Japan . 
Laos 
Malaysia 
Thailand 


SALT 
Afghanistan* 
Australia . 
Burma 
Ceylon 
China (Taiwan) . 
India 
Indonesia 
Japanh ; 
Korea, Republic of ‘ 
New Zealand 
Pakistan 
Philippines 
Thailand 


Viet-Nam, Republic « of | 


SUGAR 
Afghanistan* 
Australia . 
Burma " 
China (Taiwan) 
Fiji . 
India 
Indonesia 
Iran* 
Japan . ‘ 
Korea, Republic of ‘ 
New Zealand 
Pakistan 
Philippines 
Thailand . . 
Viet-Nam, Republic oft 


0.36 

18.0 
43.93 
231.0 
123.5 
156.0 
168.0 


80.5 
425 
48.9 
2.89 
463 
2109 
10 730 
65.6 
0.83 
3.66 
40.5 


1 430 
12.0 
2130 
184 
$8.2 
453 
123 
45.8 


0.473 
0.022 
1,151 
0.099 
0.030 
6.106 
1,904 


Oo 


S2oteH Ra sSoK-Se 


a 
BRU DMNUOK WOK OW OW 


ao 
a aon 


os 


~ _ 
aounaono au 


~ 
—Owr 


APRwowowHenooneooOwWN 


Monthly averages or calendar months 


0.51 
58.70 
275 


131.2 
168.0 


147.0 
60.7 
4.97 
481 
2477 
11710 
65.1 
16.83 
42.7 


2199 
13.5 
2 280 
173 
69.1 
431 
113 
41.6 


0.563 
0.025 
1,408 
0.077 
0.049 
6.356 
1.994 


2.1 
15 
8.3 

26.0 
420.3 
80.6 
46.8 
69.8 


1.58 
$4.0 
6.3 
67.9 
31.8 
182.3 
$0.0 
38.1 
162.6 
11.7 
11.0 
27.4 
137.5 
15.7 
8.0 


0.33 
4111 
277 


139.3 
177.0 


140.0 
62.9 
3.52 
475 
2.298 
10 955 
65.9 
9.52 
40.5 


1664 
14.4 
2322 
168 
61.4 
368 
100 
8.3 


0.446 
0.025 
1.134 
0.078 
0.039 
6.331 
2.153 


0.54 
53.69 
128.0 
162.0 


147.4 
61.9 
4.39 

495 

2 692 

11161 
64.2 
3.64 
40.7 


2073 
12.0 
2 234 
144 
79.1 
457 
113 
77.1 


0.60 
63.95 
275 


122.7 
159.0 


153.0 
63.0 
5.27 
496 
2932 
12 206 
64.2 
91.19 
40.7 


2 436 
13.4 
2076 
181 
75.6 
$27 
116 
75.5 


0.606 
0.025 
1.559 
0.079 
6.650 
2.162 


0.57 
76.08 
194.7 
178.0 


148.9 
62.3 
6.70 
468 
2841 
12503 
66.0 
28.96 
40.0 


2 620 
14.0 
2 489 
183 
60.3 
370 
123 
5.6 


0.691 
0.025 
1.539 
0.072 
6.187 
1.769 


$7.8 
5.5 
53.0 


215.7 
190.5 
12.3 
12.0 
98.8 


9.7 


1.28 
78.82 
137.3 
186.0 


144.7 
61.3 
7.44 
544 
2782 
13 128 
63.9 
29.50 
40.1 


2721 
12.3 
2629 
183 
51.4 
442 
124 
2.7 


55.5 
12.3 
183.8 


657.3 


151.0 
13.0 
13.0 
76.5 


8.4 | 


16.65 
67.02 
139.0 
175.0 


151.0 


6.16 
560 
19 235 
61.1 
37.33 
40.5 


3617 
13.1 
2325 
163 
64.5 
510 
126 
93.1 


0.614 
1.431 
0.057 
0.048 


5.867 
2.002 


25.6 
41.9 
1004.0 
85.4 


10.0 | 


14. PRODUCTION OF SELECTED COMMODITIES (Cont'd) 


30.89 
70.89 
206.0 
167.7 
166.7 
6.33 
555 
13 930 
66.0 
41.40 
40.4 
14.5 
2049 
157 
60.2 
496 
62.5 
0.701 


1.512 
0.057 


6.152 
2.002 


9.0 


92.14 
66.33 
329.0 
173.0 


175.0 


5.87 
545 
14 442 
65.3 
40.40 
99.3 


2 203 
159 
$6.1 
497 


66.2 


0.701 
0.025 
1.564 
0.057 


- §,880 


9.8 


102.4 


Thousand to: 


30.89 
74.64 
432.0 
187.0 
211.0 
6.63 
564 
15033 
67.9 
41.40 
40.6 


2412 
153 
59.3 
436 


0.6 


1.276 
0.069 


6.359 


90.3 


a CC 
a Cape te wpe wT oe [eee 


NATURAL GAS (million cubic metres) 


38.15 | 49.9) 
83.58 | 96.6 
438.0 | 438, 
189.0 | 204 
212.0 | 200. 
7.97 | 9.20 
578 | 598 
15 188 | 15 04: 
674 | 68) 
38.00 | 42.8) 
99.3 | 40.) 
| 
i 
2371 | 255 
147 | 13 
50.9 | 70. 
217 | 23h) 
hl @ 
0.711 ; 
ae 
1.183 | 1.2 
0.061 | 0. 
6.337 | 6.07% 
i 
; 
; 
99.4] $4. 
93.1 4 
> 
“ie 
04 | 770" 
20.0 | 20.00 
35.6 | 8" yl 
6] ee 
9.0 | ss 
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14. PRODUCTION OF SELECTED COMMODITIES (Cont'd) 


Monthly averages or calendar months 
Thousand tons 


eae. | Y“fo* ‘§ -9 | PEE aa, REE 
a 
COTTON YARN 
IOEUITOL Rett arses lea aerials arial 2.33 2.28 1.93 2.40 2.51 2.27 1.91 2.52 2.67 2.76 2.88 2.52 1.95 
Burma . \ DL SOROE, Sete tn 0.51 0.62 0.59 0.57 0.68 0.65 0.61 0.61 able ims ane, re kO 66 
China (Taiwan) . 5 PSLRA ce 5.9 5.8 5.3 5.6 6.1 6.1 6.1 6.6 6.3 6.0 7.1 VP? 6.5 
Btongukong. aihe a tee . | SF 11.4 12.3 11.7 12.4 12.4 12.7 11.6 12.0 11.9 we nie ; 
BOCSCOR re nb ist ante os: bist she 74.7 80.1 79.3 79.2 82.3 79.5 78.4 78.3 79.6 ae Wels riety nes 
Japan... 5 RS ee ec 43.2 45.9 44.9 46.3 45.5 47.0 42.9 44.4 43.7 46.4 44.4 44.4 45.5 
Korea, Republic of aes. | sheers 6.2 6.1 6.0 6.0 6.5 5.8 6.1 Tae fee 6.3 8.0 7.8 7.3 
Pakistan . . Sear co: | vere 20.8 22.5 21.3 21.7 23.2 23.7 22.2 24.2 24.4 24.8 24.3 25.0 24.8 
Philippines. 2.06 1.81 2.17 1.88 1.49 1.71 2.84 2.97 3.24 3.08 3,09 3.13 , 
COTTON FABRICS ( million metres) 
Afghanistan* 5.3 he “as eas ao nee iis Atm Ate aes i Fon nie 
Australia (million sq. metres) : 4.84 4.95 4.17 §.11 5.46 4.29 4.04 4.78 4.08 4.30 4.46 5.01 3.44 
China (Taiwan). . 28.4 31.0 26.3 30.2 32.0 35.3 30.9 34.4 33.8 33.3 38.3 37.7 41.3 
_ Hong Kong (million sq. ‘metres) 51.1 55.1 a 8 oe ace nee ce mie fg ae rite Ase 
Indiai . . wake 341 364 367 365 373 350 344 350 350 we ane Wie 
Japan (million sq. metres) a 235 229 225 232 227 230 231 237 228 233 229 231 
Korea, Rep. of (million sq. metres) 20.1 20.3 24.6 25.3 20.5 21.2 25.3 arts ee Aes aie ns OE) 
OkIstCing 2) lee... Saws, | at.0) 58.8 58.0 58.4 56.4 57.3 59.9 57.6 60.3 62.5 62.1 eet awit 
Philippines . . ; 13.5 16.2 16.6 15.4 16.0 16.7 16.2 17:9 17.4 17.2 16.4 15.7 
Thailand (million sq. metres) i 28.8 26.4 ats me pat. date ae. WR. ee ae ans ei 
JUTE MANUFACTURES a is bass. million pieces) 
Burma < 1.80 1.70 1.83 1.77 1.90 1.33 1.33 1.33 Ee aoe Fiche; a Bis 
China (Taiwan) . 4 eo) ¢ nee 1.21 1.10 1.10 12 0.98: 1.10 1.05 1.09 0.94 1.02 0.99 0.96 1.10 
India (million tons) are ae 96.4 90.4 99.0 95.2 89.8 77.6 69.7 73.0 het aie 5 a dhs ee 
Pakistan (million tons) . . . 36.1 44.4 40.5 43.8 48.2 45.0 38.5 44.0 51.2 49.7 sau tue wore 
Bcuicnd yet BS et he cP a 4.55 4.61 4.44 4.04 5.00 4.91 4.18 3.47 3.53 3.63 3.77 3.69 3.90 
PAPERI 
POIs Bie ewe oP. torrie ho eee 8.1 7.8 7.7 8.0 8.1 74 12.0 14.5 15.0 14.9 15.2 14.6 11.2 
ehina"(Toaiwan)! i . =) 87 ees 15.7 19.9 18.7 18.0 20.8 21.9 19.5 23.7 23.4 all 22.9 24.4 24.6 
BCI Pie, nh PO 1 wR 31.5 32.8 33.2 32.2 21.6 34.2 34.0 ASE aie ite ney were Saath 
Japan . at fate beeen 372.2 | 459.1 || 448.9 | 459.1 | 455.6 | 472.7 || 470.3 | 506.1 | 524.5 536.6 Tala sat nate 
Korea, Republic of Been) Ae 4.8 5.2 4.0 4.9 5.2 6.6 6.8 7.0 7.0 6.9 7.2 7.3 75 
New Zetland . . ... « 16.7 16.3 14,1 16.2 17.2 17.5 16.6 16.6 17.4 Ose 18.6 
OMIRIGN St Picea. Lol wat <1 nape 5.7 5.9 5.7 5.9 5.6 6.6 5.6 6.1 6.1 6.1 aXe teali aes 
Thailand . . 1 A. anes 1.75 2.00 2.00 2.22 2.02 1.75 2.01 2.44 2.78 2.19 2.86 2.69 1.83 
VEGETABLE OILS | 
China (Taiwan): Edible oil . . 2.4 3.5 3.2 3.3 3.4 3.1 4.3 4.2 3.7 4.1 5.3 4.2 4.2 
India: Edible oil a abe ; 32.7 39.5 43.7 39.4 33.9 41.0 41.0 Soto aia rechy ate ate rs 
Japan: Edible oil . . ‘ 52.9 55.6 55.3 $5.4 52.7 59.2 58.4 57.7 56.6 61.2 62.4 66.8 
In-edible oil . . . , 13.5 12.8 12.3 12.5 13.2 13.2 13.1 14,7 "4:0 16.4 15.0 13.3 
Coconut oil . 6.4 6.3 6.2 6.0 6.5 6.5 5.7 6.3 6.3 7.0 6.8 5.7 
Malaysia: West Malaysia 
Coconut oil , 6.5 7.6 6.8 8.0 8.2 74 6.6 
Palm oil - ; 18.1 22.1 Zi: 18.4 24.0 24.8 25.2 5 tae Age tan 
Pakistan: Vegetable oil : 7.5 7.6 8.2 6.7 7.1 8.3 Tal 8.4 8.4 8.5 
Philippines: Coconut oil 28.7 este 33.0 25.0 36.6 misty ie beaks Sits ea aed ahs 
Singapore: Coconut oil 2.5 2.8 2.5 2.7 2.7 3.2 2:7. 2.3 21 2.0 2.5 1.7 
SUPERPHOSPHATES ! 
Bsatralde Bek tke: Fo 386.4 | 353.4 || 406.4 | 348.9 | 324.1 334.3 || 357.3 | 314.3 | 271.3 | 330.2 aie Aas ae 
hina Taiwan). .) “ti. ie 17.0 17.0 10.9 11.8 18.8 28.5 12.3 14.0 20.6 27.7 15.9 17.8 21.9 
India™ POS Peer i PEAS 10.7 10.1 11.8 10.5 8.3 9.6 9.5 10.0 — te res ae wa 
Japan . 4 Ss Aa beet 99.6 95.6 112.5 98.8 78.0 93.1 103.3 83.9 61.3 68.5 78.8 69.9 85.6 
New Zealand. fA Set ee. 113.2 | 127.8 Ace re Ae Ara eee ahs Aci a ee a 
Pakistan . aT PR 0.44 1.57 1.68 2.40 0.58 1.61 0.14 2.46 2.08 2.97 
AMMONIUM SULPHATE 
Australia. . . eet) hare 7.4 74 6.2 5.3 8.0 9.9 8.2 9.7 11.9 11.4 9.9 aes re 
mchina (Taiwan). . 3. . -s 26.5 31.8 23.9 27.1 33.8 42.4 37.4 25.0 38.1 35.4 39.3 37.1 39.5 
' India® eS aon eee Se mon 7.0 9.3 8.7 Be 9.6 11.1 122 ogre She rate state nese wale 
BOON ee beet cal bon date 225.8 | 226.2 || 231.9 | 220.4 | 234.3 | 218.4 || 219.2 | 206.2 | 218.3 217.7 | 205.0 | 211.2 | 207.6 
Pakistan . setees 3.8 3.9 4.4 3.3 3.6 4.1 3.2 3.3 3.4 43 4.4 6.9 ear 
PETROLEUM PRODUCTS? 
Australia. . . CL. ee cae 80.5 | 147.2 || 140.0 | 147.4 | 153.0 148.3 || 144.7 | 151.0 | 166.7 175.0 
Burma 5 Ae 49 54 55 49 59 51 57 ae ale eee 
China (Taiwan) 
(thousand kilolitres) . . . 183 234 168 237 243 275 287 317 ere ae ae af he 
LG Ui toake gine dire ar eer erin ip EES, Oe 1122 | 1246 |) 1171 | 1292 | 1242 1277 || 1327 | 1323 | 19393 1387 | 1261 | 1278 | 1474 
Indonesia har ee ta RO 587.6 ni es ane SEA ane Bete nae ante vee Aa? iets Ori: 
ECT ce ate | RS EW Ute 1632 | 1701 1569 | 1626 | 1841 1768 ||1659 | 1633 | 1670 | 1568 | 1751 
Japan . a via 65.6 65.1 65.9 64.2 64.2 66.0 63.9 61.1 66.0 65.3 Scie 
Korea, Republic aa 
(thousand kilolitres) a a 216 423 301 407 460 524 525 514 495 468 568 655 641 
Malaysia: Sarawak ... . 284 sh oes re ne aes Ape ee Pe aa mee FE cate 
Philippines. : 469.1 


Thailand ( thousand ‘kilolitres) ; 203 240 206 205 290 260 262 331 318 4ll 260 328 290 
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CEMENT 
Afghanistan* 10.9 
Australia . 319 
Burma 11.0 
Ceylon x 13.9 
China (Taiwan) . 290.5 
Hong Kong 17.9 
India 942 
Indonesia 27.0 
Iran 128.2 
Japan... . 3.605 
Korea, Republic of : 203.4 
Malaysia: West Malaysia 74.9 
New Zealand : 67.8 
Pakistan 178.3 
Philippines 139.2 
Thailand ; 144.7 
STEEL (ingots and etal for coutings) 
Australia . : $24 
China (Taiwan) . 36.9 
India’ 537 
Japan. . 5179 
Korea, Republic oft 26.7 
TIN METAL 
Australia . 0.304 
Indonesia 0.125 
Japan . 0.143 
Malaysia 6.463 
Thailand ~ gt ee 2.248 
ELECTRICITY (million kWh) 
Afghanistan*t 29.75 
Australiat 3592 
Brunei 2.36 
Burma ; 32.3 
Cambodia ce We Ol AS ee 7.93 
Ceylont . Lg wehluy es 48 
China (Taiwan) ‘ 701 
Fiji : ; 10.0 
Hong Kong¥ : 252 
India : 3159 
indoncsic 140.0 
Iran*t 375.0 
Japant 19 795 
Korea, Republic o of ahtTs Be 409 
Laos, 5" < Toe. & 2.0 
Malaysia: 
East Malaysia: Sarawak .. 6.7 
West Malaysia Be hic 220 
Mongoliat A. 5 eee 24.7 
Nepal . Se a ie es 2.5 
New Zealand Sans” Aegan 957 
Pakistan . Si pa 2.5 
Philippines (Manila) core 319 
Singapore : 119 
Thailand (Bangkok and Thonburi) 159 
Viet-Nam, Republic of . . : 57 
Western Samoat (Apia district) 0.67 


14. PRODUCTION OF SELECTED COMMODITIES (Cont'd) 


Monthly averages or calendar months 


Thousand tor, : 
" 


[a renee gfe rae 
1968 : 
[ep pws 8 [| ee 08 [rer [oe 


— ee OF 


. Including latex, 

. Including lignite (India, monthly and quarterly data). 

. Including gas repressured (Indonesia, also including gas wasted) 

. Gas fields production only. 

. Specific gravity: Australia, 0.80; Brunei, Burma, India, Iran, Pakistan and Malaysia 


(Sarawak), 0.84; China (Taiwan), 0.89; Indonesia, 0.85; Japan, 0.90. 


. Approximate metal content of ores as follows: Australia, 65%; Hong Kong and the 


Philippines, 55-60%; India, 61%; Japan, 55%; Republic of Korea, 45-55%; Malaysia 
(West Malaysia), 60%; Thailand, 60-65%. 


. Including iron sand, 
. Production in government licensed plants only. 
. Mill production only, 

. Paper excluding paperboard: 


India, printing and writing; Republic of Korea, 
Australia and New Zealand, newsprint; Pakistan, newsprint, printing other than 
newsprint and writing. 


k, 


m 
n. 
P 


Production of large manufacturing establishments employing 20 or more workers. 


a P.O, content, 


‘N' content. 


. Comprising motor spirit, kerosene and other fuel oil for Burma; gasoline, diesel 


oil, kerosene and fuel oil for China (Taiwan) and Thailand; motor spirit, aviation — 
spirit, kerosene, heavy oil, wax and paraffin, asphalt and cutback for Indonesia; 
motor spirit, kerosene, distillate fuel oils and residual fuel oil for Malaysia 
(Sarawak) and Philippines; all products for other countries. 


. Ingots only, 


s. Gross production by enterprises generaally for public use. 


r 


. Including production by industrial establishments generating primarily for own 


use. 


. Limited series, 


_ Australia: completed 


China (Taiwan): completed 


_Hong Kong: completed 


: 
| 
. 
| 
| 


Japan: started 


Korea, Republic of: permits issued 


New Zealand}: permits issued 


Philippines*: permits issued 


' permits issued 
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15. CONSTRUCTION — NEW BUILDING 
Monthly averages or calendar months 


1967 | 1968 


oe Some 


(Number of buildings) 
Houses and flats 


(Floor area—thousand sq metres) 


Public and private . 511.3 


(Cost—thousand Hong Kong dollars) 
Residential 15 737 
Industrial 7520 


Commercial 2 371 


Others 12 856 


(Floor area—thousand sq metres) 
Residential 


Industrial 
Commercial 
Others 


(Floor area—thousand sq metres) 
Residential 201 


Non-residential 422 
(Number of buildings) 
Houses and flats 1928 


(Value—thousand pesos) 
Residential 


Non-residential 
VietNam, Republic of}: 


| 


(Floor area—thousand sq metres) 
Apartments 
Houses... . 


Others 


6.71 
12.83 
2.87 


a. Manila only. b. Saigon-Cholon only: 


| aa Hae 87 
mw wy wy ee [00 [tw [oe 


514.6 


11 228 
9 434 
3 198 
5 842 


123 
400 


1627 


14.96 
6.87 
3.43 
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16. RAILWAYS: LENGTH AND ROLLING STOCK* 
End of period 
LENGTH OF RAILWAYS (km) NUMBER OF LOCOMOTIVES» 
1962 1965 | 1966 | sge4 | 1068 | 1966 | 1967 | 1968 | 1969 

Australia eee) A170 40 287 | 40 242 | 40 328 
Burma 3 061 $098} 3098]; 3098 
Cambodia 385 385 460 504 
Ceylon 1 445 1489} 1490} 1497 
China (Taiwan) 979 975 975 981 
Hong Kong . 36 36 36 36 
India 57 089 58 273 | 59 061 |59 075 
Indonesia 6 640 6640] 6 640 ane 
Iran 3 499 3563 | 3563] 3563 
Japant .| 20519 20 741 | 20 754 | 20 783 
Korea, Republic of. 3 032 2980} 3063} 3105 
Malaysia: 

East Malaysia 

Sabah 187 154 154 154 

West Malaysia’ . 2092 2092] 2155] 2156 
New Zealand 5 382 5 237] 5232] 5 169 
Pakistan 11 326 11 339 | 11 340 }11 340 
Philippines . 1020 1031} 1031} 1031 
Thailand 3519 3598} 3598 | 3765 
Viet-Nam, 

Republic of . . 1 250 1250) 1250] 1250 

NUMBER OF PASSENGER CARS¢ 
ne [J 

Australia . . . 9177 
Wehbroetee = a ay 1015 
Cambodia .. . 64 
Coyloneirarn ynn es 1031 
China (Taiwan) . 757 
Hong Kong. . . 65 
India . .| 30098 
Indonesia . . . 2961 
Trane Ga a st ne sll 
Japanf . | 18940 
Korea, Hepublic of ; 1378 
Malaysia: 

East Malaysia 

Sabah 5) 37 

West Malaysia® . 382 
New Zealand . . 954 
Pakistan Fine Be 4162 
Philippines . . . 215 
Thailand a reror = s 702 
Viet-Nam, 

Republic of .- . 241 


Passenger carriages: All passenger-carrying cars and railcars, baggage cars and 
railway-owned postal vans. 


Source: United Nations Statistical Office and national sources, 


a, The figures show stock, which at the end of the working year, was under the 
control of the railway administration of the countries (i.e. stock of railways plus 
hired from, less that leased to others). The railways to which the figures refer 
are those open to public traffic excluding urban and suburban tramways, cable and 
funicular railways, Vehicles owned by other than railway administrations should 
be included in the stocks of the Administration which operates them, 

b. Locomotives: All rail vehicles equipped either with motive power and engines, or 
with motors only (e.g. electric locomotives) intended exclusively for hauling other 
vehicles, Excluding railcars, 


9 


Wagons (freight cars): All goods carrying cars, excluding railway service wagons, 
Diesel locomotives only. 

National railways only, 

Includes Singapore. 

Includes 28 diesel rail motor cars, 1967 data includes 27 diesel rail motor cars and 
17 new units. 


i, Includes 7 dining cars. 


FR mo 
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17. ROADS: MOTOR VEHICLES IN USE* 


End of period 


: NUMBER OF PASSENGER CARS) 


Thousands 


NUMBER OF COMMERCIAL VEHICLES¢ 


| } 1962 | 1963 | 1964 | 1965 | 1966 | 1967 | 1968 | 1969 1982 | 96a | 1964 | 1965 | 1966 1967 | 1968 | 1969 


Afghanistan 
(Kabul only). . 5.9 7.1 8.1 12.8 
Australiad 2300.1¢/2498.9¢|2 708.7°/2 895.9¢ 3 060.6°/3 241.5°/3 444.8 
Banei . . . . 3.3 3.9 4.5 5.4 
Bumat . . . 219 | 248] 26.7] 25.2 
Cambodia . . . 13.4 15.3 16.4 18.1 
Ceylon’. . . . 93.2 | 82.7| 82.6| 82.5 
China (Taiwan), .| 10.0] 110] 124] 15.1 
| aR saa 4.5 5.2 6.2 7.3 
Hong Kong! Re 42.1 47.2 53.0 56.0 
India ee ekt oO 339.64] 375.44) 388.44] 428.14 
Indonesia... 128.3) 143.6¢] 157.5¢) 166.8¢ 
ee 102.9 | 107.8 | 122.1 | 135.0 
Japan: Heavy 742.91 009.8 |1 370.6 |] 787.5» 
Light® . . 146.2 | 223.8 | 301.8 | 393.8 
Korea, Republic of . 11.1 12.7 14.6 16.3 
OT ae er 4.6 5.2 5.8 6.4 
‘Malaysia: 
East Malaysia 
Sabah... 5.2 6.1 7.6 8.7 
Sarawak . . 5.1 5.8 6.9 8.2 
West Malaysia . 117.6 | 129.7 | 144.2] 159.6 
iMepa® . l,l 16) Ve} 25) 27 
New Zealand? . . 573.2 | 604.7 | 658.9 | 715.8 
Pakistan? . . ll. 85.6 94.4 |} 107.9 | 122.8 
Philippines . . . 100.2 | 102.3} 119.6 | 136.9 
Singapore .. . 80.94] 89.34] 99.04) 108.44 
Thailand nee As 49.8 60.3 69.3 67.3 
Viet-Nam, 
Republic off... 29.0 30.6 32.6 34.3 
Westen Samoa 0.6 0.6 0.6 0.6 


Source: United Nations Statistical Office and national sources, 


i a. The time of year to which the figures refer is variable, Special purpose vehicles such 
as: two or three-wheeled cycles and motorcycles, trams, trolley-buses, ambulances, 
hearses, military vehicles, vehicles operated by police or other governmental security 
organizations are excluded, 


b. Passenger cars: motor cars seating less than eight persons (except Japan ten persons 
and less excluding jeeps) including taxis, jeeps and station wagons. 

¢. Commercial vehicles: including lorries (trucks), buses, tractors, and semitrailer 
combinations; excluding trailers and farm tractors (except Australia and Japan: 
including jeeps). 

d. Including vehicles operated by police or other governmental security organizations, 


30.0 8.8 9.3 9.7 12.6 16.4 17.5 17.8 | 18.8 

827.3t| 844.5f] 863.3f} 873.7f/ 888.4t] 901.2 921.7f 

2.1 2.5 1.2 1.6 1.5 1.7 1.9 

19.7 19.1 23.1) 248) 23.1 27.3} 29.1 

8.2h| 8.gh 9.35) 9.8 10.35} 10.65 10.74) 
86.1 33.8 | 34.4 35.7 | 36.3) 36.9 38.5) 39.6 | 44.2 
37.8 12.2 13.2 14.8 17.5] 21.3 24.5) 33.4] 41.3 
9.5 3.2 3.1 3.3 3.9 3.9 3.8 4.7 6.5 
84.5 12.3 15.1 18.4 19.5} 20.1 20.5| 214) 24.8 

293.0°) 332.3¢] 349.7¢| 376.5¢| 401.5¢|) 426.4e) 455.1¢ 

91.5 | 101.1 | 103.1 | 103.1 | 112.5 | 113.7 

42.0] 43.8] 47.0] 47.5] 49.4] 59.7) 57.9 

088.1) | 688.0 2116.4 2497.8 |2877.3 |3391.9 4044.6 4 684.8 6 175.3d 


741.3 |1 142.2 |1 527.93] 856.3 |1 172.0 |1470.5 |1 765.1 |2086.7 2 404.3 2 722.4 (2 919.2) 


47.9 19.7} 216) 23.2] 25.2] 316) 36.3] 47.8) 57.3 
1.5 2.0 2.1 2.3 2.6 2.9 3.4 


3.31 "ae |? ol: ath cot? be ogee. 
wom 13| 14] 16] 17| 20| 29] 27] 20m 
219.3 || 36.84 39.0] 42.0% 45.64 48.44) 50.7h| 52.94 56.78 
O71 orl ta | cs ral) 2s | /aa 
858.1 || 137.9 | 138.6 | 144.1 | 158.7] 168.0 | 166.8 | 166.2 | 167.6 
143.2 || 46.1| 47.4] 509] 552] 56.0] 621] 666| 68.9 
89.7| 99.3} 90.6] 129.5] 198.5 | 147.3 | 173.3 


126.54 135.64) 17.4¢h 18.8¢h 20.1¢h 23.0¢b 24.9e, 26.8e,h 29,3e,h 92,7e,h 


66.45 72.45) 84.5h) 75.75 97.65) 132.5) 


26.2 | 27.1 30.6 | 33.2 
0.7 0.7 0.7 0.7 


¢. Including special purpose vehicles. 

f. Including jeeps, 

g. Accumulated registrations including vehicles no longer in existence, 

h. Excluding tractor and semi-trailer combinations (Malaysia: West: tractors only). 
i. Excluding governmental vehicles. 

j. At the end of October. 

k. Including light vehicles with three-wheeled trucks. 

m. At the end of September, 

n. Data relate to number of cars, lorries, trucks and buses in Kathmandu Valley, 

p. Beginning 1964 including government vehicles. 
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18. VOLUME OF TRAFFIC: RAILWAYS, SEA-BORNE SHIPPING AND CIVIL AVIATION } 
Monthly averages or calendar months q 
‘lf 
ce 110 eee | Ios ORS | 
1967 | 1968 i! 
pr] ot mo] wet] om] sep | oc | Nov | Dee 
t 
RAILWAYS" i 
Passenger-kilometres (millions) ia 
Australiag uly one Nala 82 ae ues Rive cn aie ears hit asi ane wall 
Burmat ot hors Ves OS 213 191 181 173 194 164 201 176 166 whe inxs — 
Gombodia.<.-. ss sx) sos 12 14 13 14 15 16 15 18 13 ll ll se ae | 
Seylont (ae [Ae oe 213 225 wen 232 250 woe joe ot nee ae Nate wea oa 
chine (Taiwan) . . . . « 426 460 469 446 453 480 500 499 |. 489 469 490 486 492). 
Hong? Rong’ i a).8 es 13 14 15 14 12 14 15 17 14 13 14 14 13)| 
Malet ese 5 ce eee 8477 | 8654 | 8547} 9990 | 7825 | 8225 |} 8578 | 9554] 8939 — otats aie al 
WOnGH hk ky Xf 412 oa 44s sre <h were nis Sets ghd Sut aa Bie oa 
Tran P . 4 Bae thes EOS 98 121 88 93 181 101 113 wae He fed Sue pie A) 
Japan. «ww ww se) «22225 122 982 | 22638 | 23 236 123.328 | 22 530 1/22 179 | 23 455 | 23 416 | 22179 | 24124 | 22 102 Ar | 
Korea, Republic of . . . 798 882 767 932 896 935 913 894 956 956 970 925 a a) 
Malaysia: i 
West Malaysia® . . . . 47 47 48 45 45 48 46 40 43 39 37 one an 
Mongolig 1.550 . Gots |S 7.07 ise eae vee wee acc eee see esse Son “ele oes - 
New Zealandt .... . 49 45 52 46 44 45 46 43 42 47 41 41 43) 
Pakisicnd: 49-5 °F. a 810 852 858 834 915 775 875 843 814 816 779 731 | 
PhilippinesS 2... ww, 85 74 85 | 109 52 | Rae oan OS ie oti. te |. on 
Taailemd') 4 vent St hae? 8 306 326 354 354 287 310 360 442 Ab ate Rete wee san 
VietNam, Republic of . . . ll a) 0.9 1.3 1.0 1 4.8 6.3 6.1 6.1 5.7 5.8 | 
Freight ton-kilometres (millions) 18 
Australiag Os) EN ay 1569 | 1673 | 1658] 1678 | 1802 1763 |} 1712 | 1870 | 2173 iene aes pe | 
Burmayee wie kG, ox 74 66 79 65 63 64 66 61 56 aie tele 3 
Cambogia: . 6) <4) A ses i) 6 7 8 5 3 5 4 8 8 6 
Coylontit® 2 As 3; .48c - Se 27 28 26 30 30 28 aor sae A Ra sare sen coe 
China (Taiwan)? . . . . . 212 226 227 221 221 233 239 223 198 180 188 | 209 223: 
Hong Kong ¢ <f Rae Be 1.81 2.43 1.86 1.90 2.49 3.48 1.97 2.14 2.89 3.35 3.30 3.01 2.86 
Adieg 4) eS Ue 8963 | 9343 | 9711 | 9422 | 8456 8737 ||10152 | 9760 | 9610 | 10008 Ate aie, +e 
Indonesia: po ssi) Sea es $5 oe stata one oaks Ss ae Eile tear oes wee mane va 
Iran oat ee se 162 185 180 189 160 186 160 138 Sie siete lvls Se ooo ol 
FOPGR? <5 es. See LN eS 4882 | 5013 | 4855 | 4952 | 4778 5 412 || 4847 | 4909) 4868 | 4983 | 5412 | 5435 | 
Korea, Republic of . . . . 415 556 482 579 570 565 523 600 612 596 646 665 eee 
Malaysia: 7 
West Malaysia® . . . . 90 91 93 87 92 98 8 en 106 110 110 oan 
Mongolit ki ow 87 wee wee Se ise ae Soe aon tele ee vere Pere oy | 
Now Zealendt? ue. SK 192 219 176 222 218 216 219 221 227 232 244 265 189 
Peminened A ie, we ches 669 636 775 746 $21 658 669 697 610 654 589: 527 oo oee 
Philippines® 2... 12 10 ll 12 8 8 S58 SoA Bear 365 266 oer ed 
Thelen yi wast! Beds EDS 167 176 186 173 165 182 173 164 we “ie Fes Siew el 
VietNam, Republic of . .. 2.4 15 0.9 1.3 1.4 1.9 dee. 3.0 3.4 3.3 4.3 4.8 . an i 
INTERNATIONAL SEA-BORNE SHIPPING I 
Freight loaded (L) and unloaded (U) in external trade (thousand tons) 
Australiag past eas 2878| 3619 | $489; 3749 | 4301 4624 || 4579 | 5556 arene Recs were mies oon 
Wuexras” We ks 2530} 2599 | 2496 | 2649 | 2895 | 2749 || 2731 | 2721 wae PO Sere waa on. 
Brunei Lies 4 [ 
Burmat Loe 78 83 47 71 33 33 58 60 68 ee an: Bee a | 
Was 71 49 66 129 76 82 102 59 64 aes Dare Oi a yo 
Cambodia bias 40 42 30 50 44 44 36 40 37 39 41 30 
ex $0 58 56 78 39 60 vas 76 66 77 81 66 
Ceylon ) Ae 78 80 71 68 103 78 
Wes 198 298 220 163 383 428 “se <a pe Mae cals aes 
China (Taiwan) LL. 304 313 339 350 287 278 255 359 243 259 257 265 
ers 592 725 $64 786 747 804 910 935 935 845 | 1073 861 
Fiji Lon 63 
Hong Kong? a 218 220 204 210 228 237 224 269 253 254 246 241 
U. 718 751 691 776 714 825 741 769 872 874 852 834 
Indonesia } ac 1775 on Ss 2377 | 2236 
Us 142 wen 128 227 228 See one Sess: ae ate ee wets 
tran*# BY? x $844) 10343 | 8683 | 9493 |12854 «++ []12 188 | 11 356 | 10 060 ates Aches ate 
Mt isc 192 220 226 254° 237 164 216 258 194 re ware ae 


Sake Ba a8 | 
1967 | 1968 
ser | ss | ee a a 


INTERNATIONAL SEA-BORNE SHIPPING (Cont'd) 
Freight loaded (L) and unloaded (U) in external trade (thousand tons) (Cont'd) 


Japan» L 2 258 
U 23 639 
Korea, Republic of L 149 
U 811 
Malaysia: 
East Malaysia: 
Sabah be 293 
Aon 61 
Sarawak! Le. 532 
‘ wv. 43 
West Malaysia L . 743 
Ope 602 
New Zealand | 248 
Ue, 586 
Pakistang itp Ag 192 
Ue 864 
Philippines Lie 988 
Efe 866 
Singapore L 1011 
U 1558 
Thailandj Las 435 
UE 670 
Viet-Nam (Saigon) L . 22 
i 646 
Western Samoa Lys Naz 
U 3.8 
Entrances (E) and clearances (C) of vessels 
India E 1 447 
C4 8S 25 Wee 1 169 
Vietnam Bat ses) cae 60 
(Saigon) Co Berge’ ato 599 
CIVIL AVIATION 
Passenger-kilometres (millions) 
Australia Hee gtk Ba ey Whack be Ad 
pCa ts One) BR aa omega Mae er 6.25 
Cambodian. 0. 6 no: | ware 4.14 
Ceylon ibs gaa GA BRS br 8.79 
China (Taiwan . | 23.94 
India 209.55 
Indonesia Apayrh he ee 40.86 
Iran i ett a Oe Oa e 32.32 
Japan™ 2) a Te a 550.00 
Malaysia." 42.50 
New Zealand . 95.05 
Pakistan 112.53 
Philippines 86.80 
Thailand he}. Ihr 30.55 
Viet-Nam, Republic of 31.44 
Freight ton-kilometres (thousands) 
Australia ate! 15 912 
Leta, CARR SN te ire 106 
(olcient overs (tot Al ee SR os 128 
Ceylon SMO vocie ban nober eat 203 
China’ (Taiwan) =) 4) 2 328 
India ee i, 7 488 
Indonesia ; LAE. > 1103 
Iran tel Ke 286 
Japan™ ot es 16 583 
Malaysia? 2. 9 = re, 491 
New Zealand . 2 037 
Pakistan 4746 
Philippines Pe ge ee ho 2 056 
Thailand sl...) ane: pili 367 
Viet-Nam, Republic of . . . 291 


Railway traffic coverage: China (Taiwan), Taiwan Railway Administration; India 
and Pakistan, class | railways; Philippines, Manila Railroad Company. 

b. Including Singapore. 

c. Including service traffic, 

d. 

¢. Including transhipments, 

f. Excluding re-exports, transit traffic and packing. 


Port of Phnom Penh and Sihanoukville. 


2527 
26 681 


188 
1128 


294 
66 


586 
36 


803 
668 


335 
619 


207 
790 


1118 
981 


3.9 


1960; 2618, 2608 
24 683 | 26 497 | 26 828 
115 104 91 


801 755 750 


590 578 554 

33 38 36 
563 944 | 1062 
682 649 670 
374 335 347 
569 571 664 
230 184 260 
816 810 743 


970 | 1156 | 1005 
871 986 | 1 006 
1148} 1187] 1160 
1742 | 1864] 1875 


386 328 281 
631 684 623 


with cargo in external trade 


1353 
1 240 
64 
494 


608.00 
8.21 
4.24 
8.09 

29.00 
239.00 
48.10 
678.00 
56.20 
105.50 
121.60 
93:40 
38.50 
39.60 


18 100 
143 
96 
242 
376 

8 197 
1 086 


21914 
856 

2 841 
5 264 
2 255 
495 
336 


1437) 1491 | 1285 
1265 | 1285] 1114 
43 64 67 
450 456 501 
556.00 | 534.00 | 671.00 
7.84 8.63 7.46 
4.14 3.88 4.12 
8.63 6.86 8.38 
28.80 | 28.22 | 27.35 
212.23 | 233.00 | 250.00 
44.26 | 44.30 | 35.70 
375.00 | 506.55 | 578.00 
44.11 | 49,22 | 59.80 
109.92 | 97.46 | 98.40 
118.39 | 113.51 | 123.50 
31.00 | 39.60 | 40.10 
30.44 | 35.05 | 45.80 
15 065 | 17 295 | 20000 
124 127 168 
88 87 65 
241 191 259 
371 295 351 
7554 | 7867 | 7544 
1024 | 1024 | 1029 
15 406 | 18966 | 18 109 
585 742 944 
2487 | 2881 | 2822 
§102 | 5191 | 5208 
2300} 2300 | 2210 
382 467 521 
244 303 378 


g. 
h. 
fb 
Pp 
k. 
m. 
n. 


2922 |) 2660} 3083 | 3745 
28 716 || 28 117 | 29 337 | 31 800 
99 138 172 263 
987 |} 1077 | 1124 | 1420 


620 597 613 647 
38 33 34 43 
640 523 | 1042] 1126 
671 594 713 669 
283 394 417 387 
670 532 550 729 
250 174 184 229 
891 763 628 649 


1 197 

1 049 lave iss irae 
1234 || 1267 | 1270] 1265 
1862|| 1816} 1764} 1952 


479 405 254 
674 632 769 


(thousand net registered tons) 


1192)| 1322) 1187 | 1474 
1298 |} 1562) 1327] 1334 
84 77 95 92 


569 565 612 583 


671.00 || 302.00 | 288.00 | 276.00 
8.92 9.41 9.94 7.90 
4.82 4.35 5.81 7.10 
8.50 8.59 5.82 9.08 


26.90|| 26.20| 29.30 | 34.40 
255.00 || 245.00 | 269.00 | 279.00 
33.90|| 34.30] 28.70| 28.40 
535.00 || 763.00 | 786.00 | 779.00 
71.70|| 74.50 | 76.30 | $2.60 
116.30 ||134.40| 90.50] ... 
131.10 || 130.50 | 128.20 | 139.50 
43.40 || 33.90] 47.60 | 47.60 
47.00|| 51.10] 54.80 | 55.40 
20 000 || 12513 | 13 466 | 11 465 
154|| 139] 194] 167 
110 67 65 46 


275 266 181 192 
394 374 555 595 


9110}; 9656] 9627} 9556 
1 267 794 473 442 

25 652 || 25 771 | 30 267 | 31 327 
1098]; 1181} 1366] 1581 
3007 |} 3099} 2178 Michi 
5 697} 5070] 9357] 6179 
2210 


607|| 630] 611| 503 
422|| 450| 425| 455 
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TRANSPORT 
18. VOLUME OF TRAFFIC: RAILWAYS, SEA-BORNE SHIPPING AND CIVIL AVIATION (Cont'd) 


Monthly averages or calendar months 


2973 
38 648 


290 
1411 


676 
38 


490 
615 


286 
709 


1 324 
2118 


1 335 
1 830 


75 
500 


277.00 


99.10 
142.00 


9431 


1723 
6 503 


1 9 6 9 
| a | om | sep | oc | Nov | dee 


4310 
34 550 


299 
1670 


656 
39 
403 
642 
325 
862 
1376 
2 132 


1092 
1031 


294.00 


10 030 


Caspian Sea traffic included. Including imports and exports other than by sea. 


Including goods imported and exported other than by sea. 
Including mail, passengers’ baggage, bullion and specie. 


Annual data cover all ports, Monthly data relate to the port of Bangkok only. 


Scheduled domestic and international routes, 


Monthly data, JAL only. 


Data relate to operations of Malaysia-Singapore Airlines Limited (MAS). 
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EXTERNAL TRADE 
19. VALUE OF 


IMPORTS AND EXPORTS AND BALANCE OF TRADE 


Monthly averages or calendar months 


1967 

AFGHANISTAN* (million Afghanis) 

mportsians. | fier f ane e. Laie 871 772 

Exporter mers) jae lice Mh Dawe. 418 446 

Balance . . ee —453 | —326 
AUSTRALIA ( le eae dollars) 

Imporistaers povalsos ho Le) cag se eo 250.3 | 267.9 || 279.1 

EXPoria Bucamapes oe se peste 244.6 | 244.6 ]| 228.8 

Balance . . . . |— 5.7 | —23.3 }} —$0.3 
BRUNEI (million Manas ‘dela 

RIGOFtB es) bes Si i eae cate 10.9 17.2 

EXporise Us cu. lk pes cae 20.7 22.8 

Balance . . Fever | iat ily Sate) 3} 
BURMA (million lsd) 

Imports = baste cmes? Gist 1.0 nes 52.0 55.2 64.0 

Exporigeme. tome Gon uml) | cules 48.8 44.0 37.7 

Balance . . . . |— 3.2 |—11.2 || —26.3 
CAMBODIA ( ani Clea 

IMports era. ae roy arse Fens 280 337 374 

Exporiswy g.7) oaiasd s far as & alts 242 258 185 

Balance. . x aah ae — 38 | — 79 || —189 
CEYLON (million ee 

Tmiporteleiie (is eee GY eae oe ese 145>) 181 199 

Exporter siens Ais) eos weenie ae 141>) 170}; 157 

Balance . . : — 4b) — 11]| — 42 
CHINA (Taiwan) Peale Nowe Tahoan dollars) 

Imports fisiades. es a ee eee eee 2673 | 2982 || 2392 

Exports |. 3 i ea ee 2136 | 2674 || 2156 

Balance™ i. GiGi) er ie es —537 | —308 || —236 

AID importsr2i5, «Oe ea) 2 141 36 23 
FIJI (million Fiji dollars) 

IMD ee 4.69 5.70 4.63 

Exports Cire cerns Gee 3.56 4.09 2.19 

Balance . . . . J—1.13 | —1.61 || —2.44 
HONG KONG (million Hong Kong dollars) 

Imnorisaues wisn ue: airs as te 871 | 1039 919 

EXDONIA alta tk See mens) he 732 881 712 

Balance . . : no ie aaah —139 | —158 || —207 

Domestic exports, teat tse vs 558 702 559 
INDIA (million rupees) 

Imports’) sc) meet rt! one 1755 | 1569 |} 1685 

Exporte a tata. axe ee leecee 1008 | 1096 988 

Balance . . —747 | —473 || —697 
INDONESIA (million 1 new eh 

PD DOC ts ere 541 596 468 

Byporta- is Gara enue, «SOE 554 574 514 

Balance . . A es + 13 | — 22]| + 46 
IRAN® (billion rials) 

Payee Ue 58 yl ot Ee eG a Mb ec 7.10 8.75 9.14 

Exporis@ 8. ten ann on bbe 12.18 | 11.86 |} 10.32 

Balances... 2. » « «  « JS.07 | +3.11 |] +1.18 
JAPAN (billion Pe 

Ianorta@ae, Goce ie we et 8) ee 349.9 | 389.6 || 374.2 

Bxpoxishy 7 eto sk aay ves $13.2 | 389.2) 313.1 

Bolences 0,0 5 Tee 2 ete ew ee 8657 | Ol re 
KOREA, Republic of (million U.S. dollars) 

Inortenaws ts eae Sen) ce a 83.0 | 121.9 97.2 

Exporiscee: | stubs 2s Betas) cha ic 26.7 38.0 27.8 

Balance ca 0. ~ . + « « {—56.3 | —83.9 |} —69.4 
LAOS (million hips) 

Trnporta aes es ee 983 | 1073 957 

Exnorta gece. ious cal Wale eae ne 89 121 135 

Bolonces sr. .... < aoa tome t —894 | —952 || —822 


278.2 
257.9 
—20.3 


73.7 


299.3 
249.0 
—50.3 


32.4 


582 


9.41 
13.55 
+4.14 


380.3 
406.4 
+26.1 


116.5 
39.0 
—71.5 


991 
118 
—873 


291.3 
277.5 
—13.8 


48.5 
32.0 
—16.5 


316 
256 
— 60 


167 
177 


46 10 


4002 
2935 
—1067 
53 


5.92 
6.39 
At 


1186 
1033 
—153 
829 


1394 
1156 
—238 


601 


8.05 
13.71 
+5.66 


413.4 
456.9 
+43.5 


155.8 | 


45.4 
—110.4 


1357 
125 
—1 232 


1319 


1228 


283.0 


287.0, 


+ 4.0 


31.2 
44.4 
+13.2 


202 
163 
— 39 


4251 
3 316 
—935 

38 


6.46 
4.28 
—2.18 


1 206 
1016 
—190 

816 


1179 
1163 
— 16 


471 
604 
+133 


8.80 
12.30 
+3.50 


432.0 
465.3 


+33.3 


147.0 
$5.1 


313.9 
323.0 


aro 


257 
163 
— 94 


3 502 
3 762 
+260 

34 


1 262 
1 182 
— 80 

940 


1 400 
1165 
—235 


636 
644 


ae 


8.26 
13.86 
+5.60 


466.0 
509.6 
+43.6 


174.6 
52.3 


Eimer dere ar Po areal 
1968 
Te ww ey my ee Pom [i [= 


315.2 
308.4 
— 68 


205 
166 
— 39 


3 291 
3 687 
+396 

75 


1309 
1322 
SG 
1069 


1397 
1196 
—201 


478.5 
520.1 
+41.6 


161.2 
48.8 


—91.9 |— 122.3 |—112.4 


a 
347.5 | 307.1] 306.0) 


356.2 | 312.4] 313.2 
+ 87/4 5.3| + 7m 


see 


malts 
ACAD AT deal Dee 


257 195 165) ! 
167 172 76) ) 
— 90; — 23| — 89m 


4578 | 3988] 7 385)/% 
3615 | 3593] 5 88cig 
—963 | —395 |—1 496)/) 

8 7 18h 


1290 | 1060 f 
1181} 1053] 1183) 
—109 | — 7)’ — am 
—— 684 
—— 657 
—— 31 


501.2] 473.4] 508.5_ 
512.7] 494.4] 635.7. 
$11.5 | +21.0 [4127.2 


129.2 | 178.4] 206.7 — 


$1.1 53.7 86.4— 
—78.1 |—124.7 |—120.3 
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EXTERNAL TRADE 
19. VALUE OF IMPORTS AND EXPORTS AND BALANCE OF TRADE (Cont'd) 


Monthly averages or calendar months 


iz ae aaa 
1967 1968 
Cr (ae a ce 


| Oct | Nov Dec 
ALAYSIA® (million Malaysian dollars) 
EAST MALAYSIA 
SABAH 
Imports 27.4 28.7 38.8 
Exports 34.1| 36.1 43.6 
Balance . + 6.7)+ 7.4 +10.0 |+ 4.8 
SARAWAK 
Imports 44.7 47.9 
Exports 41.9 50.4 
Balance . — 2.8|]+ 2.5 
WEST MALAYSIAf 
Tmnortss coe be a oy 215 231 
IEXDOLS ree CS th) sd el wa ee 267 
Balance . + 27) + 36 
NEW ZEALAND (million New Zealand dollars) 
Imports 58.0 66.6 75.9 
Exports 60.4 75.1 91.2 
Balance + 2.4) + 85 +24.6 | +15.3 
PAKISTAN (million rupees) 
BNPOHS Bias G) thas | ee Yale |) ee 437 395 431 
BXDOMS cols ch SMES. 6 e Rete Cd gs 256 286 295 
Balance ARGS | Leth ke —181} —109 —136 
PHILIPPINES (million U.S. dollars) 
Imports 97.6 | 106.6 104.7 
Exports 68.5 70.7 59.3 
Balance —29.1 | —35.9 —43.4 
SINGAPORE’ (million Singapore dollars) 
MOONS Hepes) Gees Seeeha| 367 424 588 
EXPOS wos) flit 3 ioeoe G4 291 324 419 
Balance ar ee — 76 | —100 —169 
THAILAND! (million baht) 
Imports 1837 | 1994 
Exports 1179 | 1140 
Balance —658 | —854 
VIET-NAM, Republic of (million piastres) 
Imports Lt ede <p ube 3587 | 3108 
RDOS (Ss i Bee ee 109 78 
Balance ee ~ —3 478 | 3 030 
WESTERN SAMOA (thousand tala) 
RDOFES EY rk Ste bea) gee Pe 470 454 
ERPOTIS Meret fc Meultaeed 262 320 
Balance nari (oer —208 | —134 


GENERAL NOTE: 


ce 


c. 


Special trade system for Brunei, Cambodia, China (Taiwan), 
Indonesia, Iran, Laos, Republic of Korea, Malaysia (East) and the Republic of 
Viet-Nam; general trade for other countries. Figures on imports includes aid 
unless otherwise specified, all external trade statistics are based on national customs 
returns. 


. Imports valued f.o.b. 
. New par value of rupee changed in 21 November 1967 from 4.76190 rupees to 


5.95237 rupees per US dollar. 
Exports excluding the value of Sugar Reference Certificates. 


= Fr Ff mo 


. The data shown are suitable for comparison with domestic transactions; including 


exports of the National Oil Company of Iran. Twelve months ending 20 December 


of the year stated. 


. Including inter-trade between the three states. 
. Excluding ships, aircrafts and military weapons imported by government. 
. Excluding trade with Indonesia. 


Beginning 1968, excluding transhipments to and 
from West Malaysia. 


. Excluding gold, military aid goods and monetary items. 
. Import values are f.0.b, values in the country of export plus 10%. 
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EXTERNAL TRADE 


Imports from or Exports to 


AFGHANISTAN 


All countries 

ECAFE countries® 
Developing ECAFE countries 
Japan 

Western Europe (including UK) 
UK 

USSR and Eastern Europe 

North America 
US 

South America 


Middle East and Africa 


AUSTRALIA» 


All countries 

ECAFE countries® 
Developing ECAFE countries 
Japan 

Western Europe (including UK) 
UK 

USSR and Eastern Europe 

North America 
US 

South America 


Middle East and Africa 


BRUNEI 


All countries 

ECAFE countries" 
Developing ECAFE countries 
Japan 

Western Europe (including UK) 
UK 

USSR and Eastern Europe 

North America 
US 

South America 


Middle East and Africa 


20. DIRECTION OF INTERNATIONAL TRADE 


Quarterly averages or quarters 
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EXTERNAL TRADE 
20. DIRECTION OF INTERNATIONAL TRADE (Cont'd) 


Quarterly averages or quarters 


Million US dollars 


6 8 | 1969 
Imports from or Exports to 1967 1968 


2 


URMA 
f Imp. 61.8 6.7 31.7 | 26.1 
All countries Exp. 56.2 7.8 19.7 | 20.7 
Imp. 36.5 9.5 13.2 | 12.5 6.3 
ECAFE countries® Exp. 38.2 5.1{| 124 | 309 | 80] 92 
Developing ECAFE countries Ee ne 59 Me 2 oe se: a 
aun Imp. 17.9 f 4.3 63) 44 het 8.8 3.9 
P Exp. 5.5 3.3 2.2 2.5 1.4 4.6 a2 1.7 
[2 
Western Europe (including UK) eo a an a ae a Ag ee ne 
ire Imp. 55] 49] 3.5 3.9|| 4.4 22 | 4.1 4.8 
Exp. g2)| 9372 1.8 2.1 20 | 20 | 24 1.8 
USSR and Eastern Europe peiea | tec tig'| redibeml toute |b ooer aay 
, Imp. ag} (42°) 4:6 1.3 1.8 1.4 1.0 1.0 
Blorth  Americe Exp. Os | O6e) (Cia. OMe 20.1 sors a cat 
os Imp. 42| 42] 46 13 1.6 1.4 1.0 1.0 
Exp. 02) O05] 02 01] 0.1 0.3 ome as 
South America =e xy 4 
Middle East and Africa = me Veal acs 
SAMBODIA 
} Imp. 25.8 31.9 42.2 H 
All countries Exp. 26.3 16.0 18.7 
Imp. 11.9 15.1 23.0 
ECAFE countries® Exp. 11.8 , 9.2 10.2 
Imp. ‘ i 5.8 11.9 
Developing ECAFE countries Exe. ee 6.4 8.9 7.3 5.1 
Imp. 44| 3.8 5.9] 7.1 13.0 
Japan Exp. 1.4 1 0.8 0.7 0.9 
Imp. 9. 1.3 2.8|| 14.7 15.9 
Western Europe (including UK) Bee = 48 44 3.0 6.1 
Imp. 1.3 1. 1.0|| 0.7 0.1 
UK Exp. 0.5 0.4 0.5 0.5 0.2 
: Say coe Tul 1.0 1.2 
USSR and Eastern Europe ale 2.0 1.2 1.6 1.2 14 
{ Imp. 08| 07 Hi) 0.8 1.4 
North America Exp. 0.8 0.4 0.6 0.2 0.6 
Imp. 0.8 0.7 0.9 0.8 0.8 : 
US Exp. 0.8 0.4 0.6 0.2 : O68 Ih co 
South America =u a ve ye ae ica en = ae 
Middle East and Atrica Eepc |) (eal) (2.|'|sa-|, OSH) (2a depot calle tel ie 
SEYLON 5 
. Imp. 77.5 | 106.5 | 89.9 | 91.2|] 1000 | 916] 89.7] 83.6 97.07 
All countries Exp. 1024 | 880] 942 | 929] 765 | 631 | 1055 | 96.6 == 8920 
Imp 342| 51.2 | 381 | 39.1]! 465 | 400] 398] 20.0 odio 
ECAFE countries® Exp 236| 212| 19.7] 19.7]) 198 | 126] 254) 208 90:5 * = 
; ; Imp. 23.2.| 39.21 27.1 | 18.4|1 340 | 30.7] 298 | 136 ee Re 
Developing ECAFE countries Exp. 1430] 19.9%) 10:9"!  3:3ll; 194\|en61.| 1a. eeieeeats Si bgigee 
| Imp. 58| 66] 5.0 494) (58 Wee dG-| 44 5.4 eG ae 
Japan , 
P Exp. 2.0 2.2 2.2 2.3 2.9 5 3.0 1.8 = 1/8 = 
ee Imp 248 | 30.8] 29.6] 27.5] 289] 200/ 25.7 | 299 Se NG 2 
Western Europe (including UK) Exp 37.7| 30.6 | 332] 32.2] 305 | 247] 391 | 304 7 9 ES 
+ Imp 13.9:| 17:9] 14:9:| 23.4) 15.2.|..10.4). 135,|° 145 i She 
K Exp. 26.5| 21.8) 244| 20.5] 210} 161| 2801| 17.0 gehen 
Imp. G41 10:4.|) $8, 74 44] 106] 7.0 74 de 4 
PSeh ond Eastern Europe Exp. Biel?) Zlal? ¢S:0 65] 341. 50] 80 6.5 Ee 9 4a 
; Imp. 34} 54] 64 90 1251.64) 937 9.0 ee 10.0. 
North America Exp. Tey, Otel 20:7 9.2 8.7 rg AD Bia 9.2 Seg ee 
Imp. 80d: 420|) 35 Fal WO hora |) 5.7 7.2 ie? 
US Exp. 7.7 7.1 7.2 5.9 5.8 ee 5.9 = es 
EoatAmerics oe A ee Fa Seed OS Soe Ed Bi) Fahad” 
, Imp. 1.5 lo} 20 Loli 326 fer0e|) 68 1.8 eee 
Middle East and Africa Exp. 58] 46] 5.7 sé] 48] 38] 75 5.6 ay oe 
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EXTERNAL TRADE . 
20. DIRECTION OF INTERNATIONAL TRADE (Cont'd) i 


Quarterly averages or quarters i 
t 


Million US dollars 


| ie ee eas | 1969 @ 
a taal aa Aa il el I EC 
i 
CHINA (Taiwan) i 
i Imp. i 
All countries Exp. “a 
ECAFE countries? =a 3 j : j 
Developing ECAFE countries 4 
Imp. | 
Japan Exp. f 
= ° Imp. | 
Western Europe (including UK) Exp. 4 
Imp. ll 
UK Exp. E i 
USSR and Eastern Europe ey PF : | 
Imp. 6.8 ow 
North America 4 2.7 : | 
Imp. 9.8 aa 
oS Exp. 1.2 seed 
Imp. 0.6 nn 
South America ag 0.3 a i 
Imp. 4.7 4 
Middle East and Africa Exp. 55 7a 
FIJI | 
: Imp. : 7.2 5.8 | 20.5 7 || 20.0 8 | 241) 
All countries Exp. ; 3.1 f 72 | 64 : : 9.8 4| 184 
; Imp. f 1.4 ‘ 96 | 14.1 4 2 || 12.7 7) 166) 
ECAFE countries® Exp. 3.0 : 3.3 d 22 | 19], 36] 58 || 3.0 3.2 | 
Imp. 28| 26] 29} 271 22] 27| 25] 32]1 27] 34] deen 
Developing ECAFE countries Exp. os | Oa) “OMe i eae ol teto2 | 6.3 15 || 02] 03] O48 
Imp. a2)| 22/1 27) “a5i| 19} 31/1 231]. 28] 28] 32 | ae 
Japan Exp. 0.4 0.2 0.6 0.6 0.1 0.2 0.6 1.4 1.0 0.2 9.38) 
scsi Imp. 49) 40] (99) €94 47 tos | 52.0047 | 40) | 05.90) 
Western Europe (including UK) Exp. 59 | ss'| Se] [539i] “19.12 | @5°| 4° a9°|- 29° 
Imp. a2] 32) s1| 42] 40} 4¢| 44] 41 || 40 |, 447 
UK Exp. Ss)| Sige] Usmel’ Sst yeenre | gs 93 || 32] 28] See 
USSR and Eastern Europe 4 * 01 hy 0.1 om = 0.4 a ee = a 
7 Imp. v3: |; fa ees ¥3}| Si.0}}o 1.3: |) (07 12 || 14 | . 2) | 
North America Exp. 28 |. 99°) 95) 29 -1.0 4h lo 52 100-96 | 097) 6S) 
Imp. 08) oa Vio} voll. Oy tetia [61s | 08H. 20)| .cyos 
US Exp. Ke | sel ay 19) ol] o2| 46] 26] o9 | 471 ca 
South America a 01 = ka} a a 7a aa 7 ak: Le 4 
Middle East and Africa “a9 ue Q ne a oS as oA og 
HONG KONG 
ie ee Imp. 392.3 | 441.6 | 457.3 | 514.3|| 453.9 | 497.8 | 518.7 | see. || 506.2 | 597.3 | 624.6 
Exp. 285.7 | 330.8 | 384.3 | 435.9|} 351.5 | 4169 | 464.2 | 510.9 || 5125 | 5029 | 585.7 
Imp. 230.1 | 265.8 | 266.4 | 301.1|| 261.4 | 287.2 | 305.9 | 3499 || 305.3 | 351.9 | 350.0 
RS og Exp. 86.3 | 102.2 | 119.1 | 117.9|| 99.8 | 113.8 | 120.2 | 137.6 || 123.1 | 131.0 | 143.7 
; Imp. 153.1 | 175.6 | 167.1 | 175.4]] 165.3 | 164.7 | 169.5 | 201.9 || 81.6 | 87.2] 79.5 
Developing (ECATE I countries Exp. 585 | 72.7| 832] 77.8|| 639 | 76.3 | 80.4 | 907 || 781} 7961 965 
cine Imp. 67.8 | 980.4] 87.3 | 1121]) 986.6 | 107.6 | 120.8 | 133.3 || 117.4 | 141.0 | 138.0 
oF Exp. 17.0 | 19.2] 220] 241] 21.1 | 23.7 | 232] 284 || 285] 350] 367° 
i Imp. 88.1 | 91.5 | 95.7 | 104.0]} 94.9 | 1009 | 101.8 | 1185 || 107.5 | 121.1 | 129.7 
Wester Europe (including UK) Exp. 789 | 909] 992 | 109.6] 94.3 | 1089-| 113.5 | 121.6 || 1195 | 1345 | 147.7 
= Imp. 421 | 44.2] 43.0 | 447] 435 | 44.2 | 43.7 | 474 || 445 | 47.2 | 482 
Exp. 39.7] 445 | 51S | s8ol] 522] 613] 589 | 597 || 576] 637| 634 
USSR and Eastern Europe ay 7 re ae He sid ay 26 + $4 ue 7 : 
Imp. 49.9 | 53.7| 67.1 | 789|| 686 | 839 | 788] 941 || 61.7] 91.7] 994. 
North America Exp. 90.1 | 107.2 | 131.3 | 168.8|} 124.8 | 156.8 | 191.0 | 202.7 || 167.9 | 197.1 | 2445 | 
oe Imp. 43.5 | 47.7| 61.7 | 71.3|| 619 | 756 | 72.3] 75.21] 55.7| 8581 936 
Exp. 79.0 | 93.7 | 115.2 | 149.5]} 110.3 | 138.4 | 169.5 | 179.6 || 150.7 | 173.8 | 216.6 | 
Imp. 48{ 66] 40] 49]/ 23] 38] 63] 71|| 69] 96] 126 
South America Exp. 2.0 2.5 2.7 3.1 1.7 2.9 3.7 3.9 2.2 37 4.9 
Imp. 15.1 | 20.2] 20.1 | 208|/ 214] 179] 208] 230 |] 19.7] 208] 27.3 
MS tame tan sBticg Exp. 205] 19.7] 240] 2eill 214 2621 2911 357 |] 2491 271 | 348 | 
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EXTERNAL TRADE 
20. DIRECTION OF INTERNATIONAL TRADE (Cont’d) 


Quarterly averages or quarters 


Million US dollars 


19) GP 8 | 1 96 9 


Imports from or Exports to 1966 1967 1968 


INDIA 


All countries ee 
ECAFE countries* a 
Developing ECAFE countries Ee 
Imp. 

Japan ae 

, : Imp. 

Western Europe (including UK) Exp. 
Imp. 

UK Exp. 
USSR and Eastern Europe ae 
North America ae 
Imp. 

US Exp. 
South America a 


Middle East and Africa 


INDONESIA‘ 


All countries a 
ECAFE countries® me 
Developing ECAFE countries 4 
Imp. 
Japan Exp. 

; 4 Imp. . 

Western Europe (including UK) Exp. : 

Imp. 7.2 

UK Exp. 2.9 

A 7; 

USSR and Eastern Europe ot a 

\ 13.4 

North Amezica rd He 

Imp. 11.4 

US Exp. 41.3 

‘ es | 

South America oe “ 

; 0.8 

Middle East and Africa me — 


IRAN 


All countries 


ECAFE countries" 


j Developing ECAFE countries 

Japan 

Western Europe (including UK) 
UK 

USSR and Eastern Europe 

North America 
US 

South America 


Middle East and Africa 
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20. DIRECTION OF INTERNATIONAL TRADE (Cont'd) 


Quarterly averages or quarters 


importa trom or Bxporta to ies fice | 1967 | 1968 


: | 
pani aks | = | a | oe 


JAPAN 
Al countries ne ne 
ECAFE countriea® Be set . 
Developing BCAFE countries He 1 080 
Weatern Burope (inchiding UX) = oan 
UK ES 10 
USSR and Baatern Burope a "38 
North America a 185% 
us hay 13983 
South America yay tal | 
Middle Bast and Africa ES $57 
KOREA, Republic af 
All countries ag 1584 
ECAFE countries* ne mr 
Developing BCAFS countries ne : : 148 4 
Japan ay : : : Br 4 
Western Europe (inchading UR) ne 8s Me 9) Se a 
ss Imp. os} 19] 39 3.7 9.3 
Exp. 13| 20] 18 1.8 24 
USSR and Bastern Europe ne a im al s os 23 ‘ 
Noah Anessa me] etl Se ehe + al 
US Imp, 45.8 68.5 76.3 | VSI 4 143.7 — 
Exp, 183 | 240] saa] S89 81.0 : 
South America ne eg ed eS a 
Nil Boat aos A me | | | a] St en 
LAOS : 
Ail counties ae ee ae 4 
BCANS counties* me | oa] as] os] fs 
Developing ECAFE counties me | o2| as| os| 2s . 
Imp. or} wo; a] 29 
Papen Burope (inching UX) inp 19} MM] is] as | 
Bxp. —j| —}| —| — “5 
wx me aay Sey 1 4 
USSR and Baste Europe Ee red s+ aor BE S| 
Noxth Amarion Ee il oted pea jae a 
ws me | ui] a] a] ia | 
South America Ee |. Les) Leelee . 
Middle Bust ond Attica = =o | “S3) Bape ‘4 
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EXTERNAL TRADE 
20. DIRECTION OF INTERNATIONAL TRADE (Coni’d) 


Quarterly averages or quarters 
Million US dollars 


1 i ee Spi 
Imports from or Exports to aes | ae | 1967 1968 = —— 
I Il IW 
AYSIA 
EAST MALAYSIA: SABAH 
All countries = : 3 aoe zs 
ECAFE countries® oo ; < a iy 
Developing ECAFE countries = : f at +e 7 
; Imp. 2.3 3.8 eer Ae 
Spar Exp. 7.3 9.6 — 19.0 — 
Western Europe (including UK) Ee, es Be oa a ae 
Imp. 5.8 4.0 — 37 — 
UK Exp. 0.6 0.8 =” pet 
USSR and Eastern Europe = x a: a the Bae ae iy 3 
Imp. $404.) 91019 sa 3.2 = 4a.) - 86 — 
North America Exp. Ode! e OMe Oa | ete = ape = 02 = 
oe Imp. 93} 31 2.9 3.0 = ae 85 
Exp. 04} 04] O04 0.3 = D4 Sig 
: Imp. — — _ — —_ _- —— 
South America Exp ay cK i re acy “thes, 2a 
Middle East and Africa a Sel Ne RRP Oe mg Ay cae 
AYSIA 
EAST MALAYSIA: SARAWAK 
All countries sa : + : 
ECAFE countries me ‘ a : 
Developing ECAFE countries = ; : le ; 
Imp. 17 2.0 2.8 2.7 
Aus Exp. 3.7 70 | 88 9.1 
Western Europe (including UK) ag ee ze = . 
UK Imp. 5.3 3.9 3.2 3.2 
Exp. 1.8 1.3 2.4 3.0 
USSR and Eastern Europe Ee Ee a oe fi a a 
Imp. 1.7 “Kai, 2a 1.9 2.3 Ll 
eee America Exp. Ose OGel Leal US 1.2 2.5 
US Imp. 1.6 Tal? 9 1.8 2.2 1,0 
Exp. 05 | 09 1.1 1.5 Ll 2.5 - 
South America Ee ; ¥2 <n au - =, aa 
Middle East and Africa a Ae 1 Me 1.2 0.2 
MALAYSIA 
WEST MALAYSIA. 
E Imp 158.8 | 215.0 | 209.7 | 227.1|| — 217.8 — | 297.4 | 236.2 |} 204.0 | 212.8 
ee scountries Exp 234.2 | 254.8 | 238.3 | 262.7|| — 240.6 — | 282.5 | 287.3 || 299.5 | 296.7 
Imp. 90.2 | 116.3 | 121.7 | 146.8|| — 192.7 — | 157.9 | 164.1 || 132.3 | 194.0 
BD AEE countiios® Exp 104.4 | 115.4 | 113.0 | 118.7]] — 111.1 — | 131.5 | 121.5 || 130.5 | 147.5 
Imp. 634 | 715 | 729 | 91.7|/| — 80.7 — | 101.4 | 1040 || 689 | 69.3 
me reveloplog -ECAFE counties Exp 67.1 | 77.4 | 73.1 | 79.411 — 754— | 832 | 840|| 835 | 826 
BS Jape Imp 16.0 | 29.2 | 30.2 | 3321) — 901 — | 32.7 | 394 /| 343] 35.7 
ies Exp 319 | 935 | 343 | 344|] — 811 — | 42.7 | 325 || 320] 45.5 
< Eh: Imp 50.3 | 695 | 606 | 62.3|/ — 615 — | 622 | 640|| 57.4 | 59.7 
Western Europe (including UK) Exp. a7a | 569 | 49.3 | $40|| — 476— | sea | 645 || 642 | 62.7 
UK Imp. gl12| 418} 327 | 339|/ — 35.2 — | 320 | 33.1 || 306] 30.2 
Exp 145 | 20.2 | 17.7 | 189]| — 184— | 189 | 198 ]|| 184] 169 
Imp. eed ea 88 RS 1 ee ee ee 1.3 1,5 1.3 
USSR and Eastern Europe Exp. 22.4 | 264] 20.7 | 23.7/| — 237 — | 20.7 | 266 || 269 | 20.7 
Imp. 75 | 149 | 160 | 168|// — 176— | 169 | 15.1 |] 142] 142 
North America Exp. 50.5 | 458 | 47.5 | see|| — 512— | 658 | 661 || 69.2 | 57.7 
Us Imp. 67 | 126] 127 | 198]| — 43—| 136 | 126 /] 118 | I19 
Exp. 43.2 | 38.1 | 41.3 | Soe|| — 448— | 553 | 584 ]] 61.2 | 49.4 
sal Imp. xh) O24 4 00 O7 ll sen eB a |, 08 02/| 03] 1.0 
og ericg Exp. Syl BS |) Oats 28 sake |. os 46 || 42] 5.2 
Imp. @6 | 129 | 126 | 1261) —- 120 — | 142 | 112] 107 | 185 
Middle East and Africa Exp. SOE Sy PN ar ea se 9 a A | ey ee 
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Imports from or Exports to 


1965 


20. DIRECTION OF INTERNATIONAL TRADE (Cont'd) 


Quarterly averages or quarters 


1 I 5S 8 
1967 1968 
ees ee Be 


1966 


NEPAL 


All countries 

ECAFE countries" 
Developing ECAFE countries 
Japan 

Western Europe (including UK) 
UK 

USSR and Eastern Europe 

North America 
US 

South America 


Middle East and Africa 


NEW ZEALAND» 
All countries 

ECAFE countries® 
Developing ECAFE countries 
Japan 

Western Europe (including UK) 
UK 

USSR and Eastern Europe 

North America 
US 

South America 


Middle East and Africa 


PAKISTAN 


All countries 

ECAFE countries” 
Developing ECAFE countries 
Japan 

Western Europe (including UK) 
UK 

USSR and Eastern Europe 

North America 
US 

South America 


Middle East and Africa 


Sm 1 {HO (nO 
A COR ONN 


299 
“DOM 


290909 
BS Bas 


] 


Million US dollars 
bo Se Gee : 


SO~SSSANNBOS 
~WODNNY DwWHOaA 


260.5 
131.7 
48.2 
45.9 
20.5 
36.3 
25.6 


| > tbo aco 


(et ciety BS 
non 


224.8 
149.9 
49.3 
43.9 
23.6 
32.7 
19.8 
6.0 
87.0 
48.6 
34.0 
17.4 


12.4 


rT) 
AROOANN 
SCO OS 

loownoan 


1 0 CO & CO 
NODMnow 


POP © 


eno 
U0 D 
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20. DIRECTION OF INTERNATIONAL TRADE (Cont'd) 


Quarterly averages or quarters 


Million US dollars 


Imports from or Exports to 


—SS ———— Ce 


PHILIPPINES 
All countries aa 
ECAFE countries aah 
Developing ECAFE countries aad 
Imp. 
Japan Exp, 
; ; Imp. 
Western Europe (including UK) Exp. 
Imp. 
UK Exp. 
USSR and Eastern Europe is 
North America cag 
Imp. 
ve Exp. 
South America re . 
: . Imp. 
Middle East and Africa Exp. 
SINGAPORE? 
I 
All countries Exp. 
ECAFE countries® ee 
: P Imp. 
Developing ECAFE countries Exp. 
Imp. 
Japan Exp. 
A : Imp. 
Western Europe (including UK) Exp. 
Imp. 
UK Exp. 
Imp. 
USSR and Eastern Europe Exp. 
Imp. 
North America Exp. 
Imp. 
us Exp. 
South America eg 
Middle East and Africa ey 
THAILAND 
; Imp. 182.8 | 293.3 | 264.8 | 122.1|| 280.9] 281.8 
All countries Exp. 155.7 | 173.4 | 171.1 | 73.8]} 163.2] 151.3 
: Imp. 85.5 | 112.8 |.131.7 | 57.1|} 128.3] 133.7 
ECAFE countries* Exp. 102.1 | 113.2 | 109.8 | 46.3|} 101.2] 91.7 
P : Imp. 24.1 | 32.2 | 29.0 | 11.8]/ 283] 28.9 
Developing ECAFE countries Exp. 72.8 | 77.1 | 71.9 | 324] 689] 50.2 
| Imp. 57.8 | 75.3 | 95.6 | 42.0]} 93.4] 97.5 
Japan Exp. 289 | 356 | 369] 136) 31.6] 41.0 
i met Imp. 52.8 | 56.7] 728 | 32.0|| 81.2| 75.2 
Western Europe (including UK) Ep. 30.5 | 28.2 | 292 | 148]! 31.0] 31.7 
: Imp. 17.5 | 18.0 | 19.6 8.3|| 23.1] 18.2 
UK Exp. 66 | 63| 49 | 24) 52) 4.7 
; 2.2 2.4 3.3 1.2 3.3 2.2 
USSR and Eastern Eurupe Eee. 16. | Olle. 4: eet alee 2h 07 
‘ Imp. 37.6 | 111.3 | 46.0 | 25.3]} 52.9] 55.7 
North America Exp. 119 | 226 | 243 | 97 212] 21.5 
Imp. 35.3 | 108.6 | 44.1 | 24.3]/ 51.3] 50.1 
US Exp. 10.1 | 12.0 | 24.0 9.5|| 21.0| 20.6 
P Imp. 0.2 0.2 0.5 — 0.1 ae 
South America Exp. 0.6 pie we ‘< Ee Be 
; 5 Imp. 4.1 9.5 | 10.0 3.7] 138] 145 
Middle East and Africa Exp. g38 | 72! 63 | 25) 761 5.4 
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EXTERNAL TRADE 
20. DIRECTION OF INTERNATIONAL TRADE (Cont'd) 


Quarterly averages or quarters 


Million US dollar 


rr Cc sees 


VIET-NAM, Republic of i 
All countries em | aa] el "28 | 18 = 
ECAFE countries® en as ae ee oe 
Developing ECAFE countries Bae ae rea ne nc 
Imp. 8.2 18.0 14.9 22.3 
Japan Exp. 09 | 08 ! 0.7 | 0.4 
Western Europe (including UK) ae ie tae ia oi AG 
U Imp. 15 2.5 1.8 1.6 1.5 
K Exp. wl 1.0 0.6 0.4 0.2 
USSR and Eastern Europe eat 7a et - tee ie 
Ane ie | aaa | ig | ode | aig) ie 
US Imp. 40.5 $0.1 43.6 23.5 
Exp. o4| o3 |] o1 0.1 
South America cae = a si ES 
Middle East and Africa pa fh sy = es 
WESTERN SAMOA 
All countries ras tH 1 13 
ECAFE countrest mr | o7| o2| o5| os 
Developing ECAFE countries a Qt aa ad iad 
* 74 0.2 K 
Japan rae af O38 ne ne 
Western Europe (including UK) ale he an oe ie 
UK Imp. 0.2 0.2 0.2 0.1 
Exp. 0.2 0.1 0.2 0.2 
Imp. = = pa a 
USSR and Eastern Europe Exp = Jade — wat 
North America rae nT “ so 
Imp. 0.1 0.1 0.1 
uS Exp. Ol |) Ot | it 
South America Ee — dims a 
; 2 Imp. 0.1 0.1 0.1 
Middle East and Africa Exp. a 


a. ECAFE countries comprising Afghanistan, Australia, Brunei, Burma, Cambodia, 


GENERAL NOTE: (1) For details and explanatory notes, see International Monetary 


Fund, Direction of Trade (A supplement to International Financial Statistics). Ceylon, China, Hong Kong, India, Indonesia, Iran, Japan, Korea, Laos, Malaysia, 
(2) As complete breakdowns are not given, the sum of total trade of any individual Mongolia, Nepal, New Zealand, Pakistan, Philippines, Singapore, Thailand, Viet- 
country with different regions does not add up to the total given under trade with Nam and Western Samoa. 

“all countries’. (3) See ‘‘general note’’ to table 19. b. Imports valued f.o.b. 


c. Beginning 1965, data are derived from trade returns of other countries which 
exclude Soviet Areas, Malaysia and Singapore. 
’ d. Excluding trade with Indonesia. 


21. 


VALUE (in millions) 


Consumption goods 


[rot [ote 


AUSTRALIAg (Australian dollar) 


1963 

1964 

1965 

1966 

1967 

1968 

1969 Ist half. 
BURMA ae 

1963 

1964 

1965 

1966 

1967 

1968 

1969 Ist half 
CAMBODIA (riel) 

1963 

1964 

1965 

1966 

1967 

OSB, Rs 

1969 lst half 


CEYLON (rupee) 
POG3" Te os, 4 
1964 
1965 
1966 
1967 
1968 
1969 Ist half 


86.3 
99.0 
110.5 
121.3 
128.7 
127.8 


121 
117 
143 

48 


310 
161 
127 
177 
216 
226 


631 
1011 
597 
957 
785 
991 


CHINA (Taiwan) (new Taiwan dollar) 


1963 
1964 
1965 
1966 
1967 
1968 
1969 Ist half 


1 487 
1 650 
1 838 
1702 
2137 
3114 


HONG KONG (Hong Kong dollar) 


1963 
1964 
1965 
1966 
1967 
1968 
1969 Ist half” 


INDIA aber 
1963 
1964 
1965 
} 1966 
1967 
: 1968 
1969 Ist half. 


INDONESIA (new ee 


1963 
1964 
1965 
1966 
1967 
1968 
1969 Ist half 
JAPAN (yen) 
1963 
1964 
1965 
1966 
1967 
1968 
1969 Ist half 


1733 
2012 
2042 
2216 
2 329 
2 468 
1 268 


1675 
1901 
3 256 
6 267 
6 578 
4 280 
1 899 


927 
1 853 
1461 
788 
57.8 


377 212 
477 775 
509 772 
576 590 
623 849 
652 327 
345 150 


483.7 
495.0 
586.9 
626.1 
655.4 
648.4 


290 
266 
291 
142 


1 449 
1 232 
1352 
1219 

944 
1012 


194 
285 
211 
266 
196 
247 


778 
939 
1133 
1 208 
1 606 
1911 


1 888 
2 230 
2316 
2 681 
2789 
3 386 
1838 


782 
500 
560 
955 
730 
938 
1 080 


787 
942 
1 069 
1779 
207.1 


72 242 
97924 
109 468 
136 385 
177 826 
231797 
134 212 


626.1 
677.3 
763.1 
745.2 
800.6 
810.9 


252 
491 
331 
225 


302 
217 
332 
411 
344 
631 


206 
238 
262 
306 
281 
354 


6 527 
7 341 
8 099 
10 091 
10 764 
13 972 


2053 
2 242 
2 305 
2784 
2948 
3 826 
2012 


2609 
2 622 
2844 
4 276 
5 275 
5 765 
2098 


991 
769 
1 098 
713 
79,1 


1 129 757 
1 256 437 
1313 201 
1574 603 
1 782 503 
2 023 282 
1066 201 


Materials 
chiefly for | chiefly for 
consump- 
tion goods 


capital 
goods 


109,7 
114.2 
178.0 
135.5 
142.7 
231.4 


67 
60 
71 
54 


653 
446 
374 
387 
425 
407 


149 
133 
146 
144 
151 
194 


1514 
2107 
2745 
1940 
4 103 
2 383 


444 
561 
592 
597 
583 
663 
322 


932 
980 
1110 
1 067 
1555 
1311 
536 


849 
622 
699 
483 
79.9 


522 066 
697 529 
726 S99 
835 238 
1 219 630 
1 254 279 
698 439 


Materials 


Capital 
goods 


318 424 
327 S06 
281 807 
305 376 
394 904 
503 045 
283 766 


COMPOSITION OF IMPORTS 
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EXTERNAL TRADE 


Food 


— 


PERCENTAGE DISTRIBUTION 


consump- 
tion goods 


capital 
goods 


RAKRADHD 
Conwnno 


PNNANHo@ 
Fownfrawnea 


. ose = 
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21. 


KOREA, ee of (U.S, dollar) 


1963 a ee 120.6 
IGE SES ee. Nec eR 68.2 
TGC sar uate ee eA eek 63.5 
USOG Io. meen Tu te ae 724 
IRGC eee OE 94.1 
1968 vex 167.5 
1969 Ist half Gees 68.6 
LAOS Ral 
1963 ee eC 572 
RGOe 9, AEs ua cn Be 1392 
1Q6G a Boe oc xk oe 1708 
ASGG" Teck cre 8 oe wom 3 308 
By ee ee 3 564 


1968 oe ak 3 496 
1969 Ist half mice 
MALAYSIA® (Malaysian dollar) 
EAST MALAYSIA: 


SABAH 
ASCs es ce $1.1 
LIC G i. RD 0. re $7.7 
LOGS ths eames Nx ee $7.4 
ISQGs ea sek 63.7 
1967" aR Ae ae 68.2 
1968 Ah ee 67.4 
1969 Ist half Pane ee 34.5 
SARAWAK 
1963 A ae LISS 77.3 
LY BORG, ee a 86.1 
ESGe' a. hues | NE lus te 89.3 
US6G  e eetheas: G ds Oe 93.3 
MSO 77 oe. AN ORM, wee $5.0 
1968 ) ee 88.6 
1969 Ist half PS 47.5 
WEST MALAYSIA 
S| Be Oe a 649 
A ale gg a 695 
M3GO) AweNeee. 5, PA 614 
ROEG ga 4a rad WL 6ll 
ROG 7 ge Siete ce wes 623 
1968 aes. Bes 632 
1969 Ist half SA, re 262 
PAKISTAN fc ose 
1963 vy dee 714 
GGG? Cowen 5. etd 869 
USGS. OS eee ce ie 739 
UL oe eee 1 ee 450 
LY Meo Sa Pewee 915 
1968 oe 694 
1969 Ist half < [ie 207 
PHILIPPINES® US. dollar) 
1963 104.6 
ES a nee ae 122.7 
WEBS rc Oe Bi ra AN 155.2 
Uk) Rey eee are 122.7 
CY nn 160.0 
1968 5 en 132.7 
1969 Ist half SERS ps $9.2 
SINGAPOREt : sneer’ rae 
1963 849 
IG64@> 8 as 2 stk os 705 
IAGO FO. apau bose. Be 743 
LSGG), 2 eae Ke gs 770 
SOE go sma 30 Taco en 812 
1968 Soe os 889 
1969 Ist half ae Cees 451 
THAILANDS ieee 
1963 Pee fee Sar: 812 
1964 Cie Solna 876 
RIGS ery Meee NR 891 
T8667 SO eeee cs Be. ke 2173 
ROG 0 ys, ew ow Re oe 1035 
1968 oe bak 1109 


1969 Ist half rk ee 629 


208.1 
204.0 
248.4 
296.0 
388.2 
504.9 
283.3 


230 
402 
781 
638 
930 
1 006 


24.2 
23.6 
22.7 
23.1 
20.7 
21.2 
12.6 


191.7 
197.0 
212.1 
239.5 
261.1 
295.4 
144.0 


391 
444 
$00 
529 
501 
S44 
292 


767 
788 
875 
1030 
1097 
1 066 
471 


187.3 
198.0 
188.6 
216.8 
245.1 
296.5 
145.7 


1337 

914 
1057 
1172 
1196 
1 409 

784 


1 804 
244) 
29158 
3941 
4 403 
5 168 
2 203 


56.4 
27.8 
24.1 
76.3 
78.7 
96.7 
41.8 


334 
403 
944 
663 
1001 
808 


22.8 
23.8 
28.0 
31.8 
27.6 
32.4 
16.5 


12.6 
14.2 
21.2 
23.0 
20.1 
21.2 

8.7 


318 
254 
234 
180 
183 
291 
113 


439 
613 
483 
460 
525 
$25 
280 


25.1 
40.4 
44.2 
34.8 
63.2 
78.6 
39.6 


376 
348 
349 
350 
367 
413 
225 


1275 
1391 
1191 
2705 
1734 
1792 

962 
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| PERCENTAGE DISTRIBUTION 


: Materials | Materials : Materials | Materials 
poHaumenes so0us chiefly for | chiefly for | Capital Veraempton ages chiefly for | chiefly for | Capital 
consump- | capital goods consump- | capital goods 
Food Others tion goods | goods tion goods goods 
IET-NAM, re of (piastre)» 
1963. Rhea 1569 1532 2633 1 427 2855 26.3 28.5 
1964 1 487 2 260 2129 1144 3 390 20.4 32.6 
1965 1558 1940 3 353 1212 4441 26.8 35.5 
1966 4680 5 846 7 768 2619 14596 21.9 41.1 
1967 4063 8 098 8 447 2 833 19 602 19.6 45.5 
1968 9 004 7 164 6 286 1618 13 222 16.9 35.5 
1969 Ist half 8 294 4923 5 496 1154 9 520 18.7 32.4 


GENERAL NOTE RELATING TO TABLES 21 and 22: 


Total of the five groups of 
imports or exports do not add up to total imports or exports published in national 
trade returns, because (1) in a few countries a small part of the imports or 
exports (in no case more than 4%) are not included in the commodity trade 
statistics published by governments, and (2) of rounding. Percentage distribution 
refers to percentages of the totals of the five groups of commodities. 


a. The trade for the period January-May 1966 has been revalued at the new rate of 


7.50 rupees per U.S. dollar introduced in June 1966 (prior to 1966: the trade is 


. Beginning 1967, excluding military aid goods; 


Including foreign aid. 


. Including trade between Sabah, Sarawak and West Malaysia. 


f.o.b. value. 


. Beginning 1964, excluding trade with Indonesia. 


data for first half of 1969 refer to 
Port of Bangkok only. 


valued at the rate of 4.76 rupees per U.S. dollar). 

b. Data for 1963-1965 are converted from old rupiahs into US$ at the rate of 45.0 h. 
rupiahs per US$, and are again converted into new rupiahs at the rate of 10 new 
rupiahs per US$. Beginning 1967, data are shown in US$. 


The trade for the period January-May 1966 has been revalued at the rate of 80 
piastres per US$ dollar introduced in June 1966 (prior to 1966, the trade is valued 
at 35 piastres per US dollar). 


22. COMPOSITION OF EXPORTS 


VALUE (in millions) PERCENTAGE DISTRIBUTION 


Materials Materials Materials Materials 
chiefly for Capital|} Consumption] chiefly for | chiefly for Capital 
consumption | capital goods consumption | capital goods 
goods goods goods 
Bellis Aer baieule 
1963 211.5 129.6 6.1 
1964 256.5 180.0 6.5 
1965 290.8 202.2 7.7 
1966 380.8 230.8 8.6 
1967 428.4 259.0 8.6 
1968 629.7 251.9 8.3 
1969 Ist half a ant ee 
(ONG KONG mi Hong Bang dollar) 

_-:1963 113 424 4 : P 8.5 
1964 133 505 i 8.8 
1965 160 669 10.3 
1966 188 915 12:1 
1967 192 1157 13.2 
1968 204 1 401 13.3 
1969 Ist half 112 774 13.5 

NDIA ( epee 
1963 A 664 95 1.2 
1964 854 146 1.8 
1965 . 819 215 2.8 
1966 . 1323 407 3.4 
1967 1 486 550 : 4.6 
1968 1 802 985 H i : 7.5 
1969 Ist half 912 563 8.2 
APAN ( Goes 
1963 701 S61 91 744 879 530 45.1 

/ 1964 819 314 332 045 116 389 1 134 600 47.2, 

_ 1965 914 506 417978 173 666 1 536 477 50.5 
1966 1045 490 494 541 156 826 1822 643 51.8 
1967 1104 225 478 366 149 800 2 026 576 53.9 
1968 1 287 165 581 672 186 736 2614 221 56.0 
1969 Ist half 705 072 317 859 104 055 1 476 654 56.7 

ORE? S Sinecupre dollar) 
1963 1259 1302 296 44) 13.3 
1964 1401 891 308 368 12.4 
1965 1113 950 350 403 14.3 
1966 1123 1082 428 409 13.4 
. 1967 1351 1084 456 368 11.3 
| 1968 1421 1 288 569 345 9.5 
1969 Ist half 767 848 299 187 8.9 


_ GENERAL NOTE: Sce table 21, a, The trade’ for the period January- -May 1966 has been revalued at the new rate of 
7.50 rupees per U.S.$ introduced in June 1966 (prior to 1966: the trade is valued 
at the rate of 4.76 rupees per U.S.$). 


b. Beginning 1964, excluding trade with Indonesia. 
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23. VALUE OF IMPORTS BY PRINCIPAL COMMODITY GROUPS 


Monthly averages or calendar months 


Leer. OT) Gin 1 9 6 9 
nds |e oa 9 


AFGHANISTAN* (million LSTA 
Food) sane): 3 159.8 93:2 
Wheat Ae Bn aerate == — 
Stigara ents 2.) ese. oe 32.9 5.8 
Tea ; 30.4 58.8 
Mineral fuels, lubricants and 
related materials . . . . . 33.7 39.8 
Chemicals Fate ie A ce 30.1 30.9 
Textile fabrics . . 54.6 57.0 
Machinery & transport ‘equipment 52.0 50.0 
AUSTRALIA (million Australian dollars)® ; 
Foodie ena: sane 10.06 | 10.36 || 10.60 962) 10979 TOL2S 1 V02 1042 TT Age S40 erie 9.96 
Beverages and tobacco. sol Bats 3.10 3.52 3.15 3.40 3.43 4.09 3.66 3.44 3.28 3.88 6.20 4.92 
Crude materials, inedible, 
except fuels... : 17.51 | 19.85 |} 18.34 | 20.34 | 21.62 | 19.10 |} 16.68 | 18.74 | 21.34 | 20.51 | 22.86 | 19.37 
Mineral fuels, lubricants and | 
related materials . . . . . 20.1077) 20°53) 19°28" |)" 21 8Ts) 19599) i 21 22 120.87) | 22:01 19.43 | 24.89 | 24.21 
Petroleum, crude and 
partly: grefined| 7) 0. 4) +a: 17.58 | 16.13 || 16.89 | 18.61 | 17.50 | 11.50 |} 14.86 | 25.80 | 17.68 | 15.02 | 19.56 | 19.13 
Chemicals?” iy mem eign) wt os 24.89 | 27.92 || 27.63 | 26.88 | 28.36 | 28.83 || 25.14 | 20.68 | 29.90 | 31.12 | 33.26 | 28.52 
Textiles . . P 20.77 | 21.56 || 20.93 | 20.70 |) 22.62 | 21.98 || 21.24 | 16.85 | 24.50 | 24.72 | 25.71 | 22:65 
Base metals and manufactures : 14.64 | 16.73 }} 16.11 | 16.55 ; 16.75 | 17.51 || 16.83 | 10.76 | 16.59 | 16.44 | 18.00 | 15.69 
Machinery . . a oe 63.37 | 68.29 || 73.09 | 67.22 | 71.44 | 65.38 || 64.33 | 63.60 | 77.11 | 73.14 | 83.75 | 70.32 
Transport equipment sak rtois \) aie 34.52 | 44.07 |} 38.08 | 41.84 | 46.45 | 49.93 || 33.67 | 21.90 | 50.20 | 49.20 | 51.92 | 48.94 
Other manufactured goods . 37.83 | 42.92 ]| 41.50 | 39.83 | 46.89 | 43.45 |] 40.14 | 36.26 | 50.83 | 51.87 | 54.33 | 48.36 
BRUNEI (million Malaysian dollars) 
Food. 229 2.65 
Mineral fuels, Tubricanis and 
related materials . . . . . 0.27 0.33 
Chemicals RE? 4 MESA 0.55 0.78 
Textiles”). | 4. eee’ at ka eee 0.16 0.21 
Machinery . Fh eet amt 1.99 O27 
Transport equipment AD 7 PY 1.12 1.84 
Other manufactured goods. . 3.28 4.68 
BURMA (million wars) 
Food 4.0 2.3 2.6 2.3 2.3 ak 
Chemicals 3.8 6.2 2.2 957 6.1 6.7 
Textiles ; 6.4 6.2 3.4 8.3 9.0 4.0 
Base metals and manufactures 5.0 5.8 6.1 4.4 6.9 5.6 
Machinery 10.6 10.9 11.1 6.6 poe 13.9 
Transport equipment 4.5 3.5 2.3 3.2 5.4 3.2 
Other manufactured goods 5.3 aicxb 4.5 6.5 ate ee 
CAMBODIA (million riels) 
Foodiatrs, ;, “Rae 19.1 ES 19.0 24,1 16.1 10.8 22.1 
Beverages and tobacco oe hee 3.3 3.1 3.2 3.1 2.9 3.5 2.6 
Mineral fuels, lubricants and 
related materials . . . . . 36,2 33.3 42.4 39.3 24.2 27.3 34.7 
Textiles! j9) - ‘ Zou 32:3 35.0 42.1 23.6 28.5 25.1 
Base metals and. manufactures : 38.0 50.5 64.5 46.4 91.2 39.8 46.6 
Machinery . . a, awe 52.9 50.9 64.7 40.8 44.0 54.0 60.5 
Transport equipment OS ie 21.6 29.5 32.9 34.6 20.8 29.7 51.3 
CEYLON (million rupees) 
Foodigky = 65.4 82.6 99.1 95.2 80.8 $5.3 


Cereals and cereal preparations 37.3 50.4 69.6 53.2 52.8 26.2 
Mineral fuels, lubricants and 


related materials . . . . . 10.2 16.7 12.9 17.4 15.7 20.7 
Chemicals Gye se ie ea! «scalar 13.6 17.9 21.8 11.4 15.4 23.2 
Textiles: (ni oc a ae 10.5 13.2 11.4 15.4 TLS 14.6 
Machinery . . ca ae 14.0 15.7 15.6 13.5 16.9 16.5 
Transport equipment 3s, nee 6.9 7.0 TAMA 6.6 8.4 5.3 
Other manufactured goods . . 19.0 23.9 26.6 18.6 23.9 26.6 

CHINA (Taiwan) (million new Taiwan dollars) 
Food a... : pers 178.0 | 259.6 
Crude materials, "inedible, 

except fuels .. ea Ren 604.3 | 660.8 

Oil-seeds, oil nuts and 

oul: kernels Ye, 45, 2 Ss 152:2°>)| 169.7 

Textile fibres, raw . A 227.9) 233.1 
Mineral fuels, lubricants and 

related materials. . . . . T13:3'|" 195.0 
Chemicals ; ‘ 329.2 | 340.9 
Base metals and manufactures Pi 260.5 | 300.6 
Machinery . . hie A 655.2 | 731.3 
Transport equipment ad aa emer 240.9 | 271.4 


Other manufactured goods -. . 250.3 | 229.2 a: p ie bat -s co ne 
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EXTERNAL TRADE 
23. VALUE OF IMPORTS BY PRINCIPAL COMMODITY GROUPS (Cont'd) 


Monthly averages or calendar months 


19% *e | Ts Ee: sg 
1967 | 1968 
EJ ae pee rg ty bet Me a [ste [oa [nor 


PII (million F a dollars) 


i evore Uo : 1.06 111 0.86 1.15 1.23 1.21 1.02 1.30 1.45 

Mineral fuels, "lubricants and 
related materials. . . . . 0.52 0.61 0.55 0.70 0.61 0.58 0.79 0.61 0.66 

Chemicals oc. foe Geel cams: Jae 0.33 0.42 0.28 0.49 0.51 0.39 0.32 0.51 0.44 

Machinery . . Ae ti oe UE 0.65 0.79 

Transport equipment arias 0.36 0.48 ; 0.98 1.47 1.21 1.40 1.45 1.38 1.30 

Other manufactured goods . 1.53 1.94 1.68 2.13 1.95 2.00 2.57 2.21 2.48 

HONG KONG? (million Hong Kong dollars) 

BOOd 5): ee 176.3 | 186.0|| 188.7 | 180.0 | 172.1 | 203.3 || 179.6 | 193.3 | 209.5 | 236.6 | 257.8 | 230.8 | 260.6 
Live animals, chiefly ‘for food . 30.4 29.5 26.9 28.1 30.5 32.6 27.9 38.6 38.8 44.4 45.4 50.5 45.4 
Cereals and cereal preparations 51.4 47.7 56.7 55.2 36.7 42.0 44.5 44.9 46.7 55.3 54.9 58.5 50.2 
Fruits and vegetables . . . 31.1 36.1 33.7 30.0 38.2 42.4 31.8 35.9 37.8 48.9 55.7 40.0 45.8 

Beverages and tobacco. . . 16.5 17.3 16.1 16.7 16.9 19.6 19.0 19.8 23.9 24.5 19.2 23.7 21.0 

Crude materials, inedible, : 
except iiuels(s. fs) ew) 69.2 93.2 91.1 86.1 94.5 | 101.1 80.7 82.6 US) Y/ 77.9 84.0 97.3 | 101.4 
Raw cotton ee : 34.9 52.3 50.9 48.0 53.9 56.2 40.1 34.8 43.5 56.5 35.3 44,2 560 

Mineral fuels, lubricants and 
related materials . . . . . 28.8 32.6 25.6 32.3 38.5 34.0 40.1 30.3 36.2 41.9 38.9 Zoe 50.9 

Chemicals pail Aseria! Gane eee 45.8 56.6 43.5 54.2 63.9 64.4 53.6 60.7 69.9 74.3 85.7 68.0 69.5 

POXUIGS Net ey kee ces San Ae 93.2 | 140.9]} 113.6 | 135.2 | 150.1 164.9 || 149.4 | 183.3] 166.7 164.1 | 224.2 | 213.5 | 216.9 

Machinery . . Ap es Bes 88.0 | 107.2 93.1 105.3 | 106.7 123.8 }} 111.1 147.1 151.7 156.5 | 154.8 | 183.5 | 178.2 

Transport equipment et on es 12.0 14.6 17.1 14.4 12.9 13.9 18.8 UGK) 16.5 15.5 25.3 32.4 Zo 

Other manufactured goods es 161.0 | 205.9]) 171.2 | 196.8 | 205.8 249.8 || 178.1 | 265.0 | 256.3 256.7 | 274.9 | 311.7 | 311.1 

INDIA (million rupees) 

Food). - Ge 548.1 | 356.7] 430.6 | 384.9 | 361.1 250.0 || 347.5 | 285.7} 338.5 255.9 | 242.4 | 178.8 

Crude materials, ‘inedible, 
except fuels i. Os 176.9 | 154.1}; 140.8 | 199.5 | 135.1 140.8 || 157.5 | 124.4} 186.1 259.2 )| 198.45 | Lis 
Cotton raw and waste .. . 78.1 78.2 60.1 131.0 85.4 36.4 47.8 46.6 93.4 | 170.4 | 121.1 34.2 

Petroleum and products .. . 63.2 67.6 44.0 | 117.7 47.6 61.1 52.7 41.3 65.4 57.3 43.4 59.4 

Chemicals E ; 201.9 | 262.5}| 265.0 | 236.8 | 285.3 262.8 |} 153.1 | 114.7] 169.9 |—157.7 | 253.4 | 159.5 

Base metals and manufactures ‘ 196.8 | 150.2]) 133.0 | 165.6 | 159.5 142.5 }} 160.5 | 111.5] 135.1 119.6 74.0 | 121.1 

Machinery .. ee 6 371.5 | 379.4]} 370.3 | 461.1 | 324.3 362.0 || 356.2 | 300.2} 280.4 224.6 | 292.5 | 268.1 

Transport equipment Pa ctrl ry ec 61.6 60.6 76.4 60.1 55.3 50.5 52.0 37.3 36.3 31.5 49.7 20.5 

Other manufactured goods. 64.6 66.4 60.9 75.9 58.5 70.1 83.7 78.9 73.9 70.8 98.4 65.4 


INDONESIA (million US dollars) — 
Live animals, food products, 


‘beverages and tobacco. . . 4.81 
Chemicals and allied products . 7.01 
Textiles, apparel and footware . 16.13 
Base metals and manufactures . 4.61 


Machinery & transport equipment 14.75 
IRAN* (million rials)¢ 


Food, beverages and tobacco. nee er ris — 678.2 — | 265.3 apr sed ia 
SUG ase No ey gees ye ite eet eh 44.9 16.7 Man 26.6 4.1 
OGts ees chk oh he od oe cu Aon Sra 63.0 69.1 sae 71.8 65.2 

Chemicals. ; one sors nevi 732.4 820.4 ... 708.0] 634.6 

Base metals and manufactures : Bir’ eae Ns 1903.4 1 646.3 «2. 2 124.6 }'1 53313 

Machinery. . Hol eae ARE ine aon Doe ses 2 749.9 2353.7 |} ... 2799.8 | 2976.3 

Transport equipment Rots (oe ar Rar ae 927.4 912.6 vod RVR Shyer, 

JAPAN (billion yen) 

Food . . c 51.99 | 54.36|} 50.44 | 56.99 | 52.27 | 57.74 || 54.46 | 60.59] 63.65 | 69.48 | 66.52 | 70.10 | 67.18 
Cereals and cereal preparations 26.55 | 25.55]| 24.45 | 26.58 | 25.65 25.91 || 23.95 | 25.99] 25.68 | 26.92 | 27.69 | 27.72 | 27.77 
Sugar and sugar preparations . 5.35 6.36 7.42 7.40 4.92 } 5.72 8.16 6.73 7.13 8.68 7.71 9.54 7.13 

Crude materials, inedible, 
except fuels. 133.27 | 144.48]! 136.21 | 150.23 | 142.02 | 149.44 ||141.77 {156.69 | 169.02 |170.45 | 182.86 | 159.47 |176.66 
Oil-seeds, oil nuts & oil kernels 12.45 | 12.58]} 13.09 | 12.65 | 11.89 12.68 |} 12.03 | 13.02} 12.55 13.54 | 12.06 | 12.64 | 14.52 
Crude rubber. . . 3.95 3.95 3.22 3.31 4.47 4.81 4.35 4.50 5.07 5.93 6.78 6.51 5.44 
Textile fibres, raw . . . . 26.93 | 28.55]| 27.74 | 32.15 |} 26.51 27.78 || 28.07 | 28.62} 27.86 | 26.58 | 26.96 | 23.65 | 29.42 
Metal ores and scrap... 48.01 | 49.47]| 47.39 | 49.37 | 48.51 52.60 || 49.54 | 54.73] 64.96 65.95 | 72.50 } 61.31 | 68.29 

Mineral fuels, lubricants and 
related materials. . . . . 67.18) 80.25]| 77.10 | 78.75 | 80.22 | 84.93 || 86.94 | 85.58] 90.25 90.46 | 103.19 | 95.57 | 108.76 

Chemicals Sa ry ar Es) eee 18.32 | 20.69}} 19.92 | 18.86 | 20.83 | 23.17 || 22.25 | 23.23} 23.85 | 23.28 | 25.58 | 23.87 | 25.97 

Mochinery . . AP Eee, ey: 24.33 | 31.55]/ 32.52 | 31.03 | 30.66 | 31.99]| 48.05 | 21.389] 41.04 38.07 | 40.30 | 40.35 | 45.28 

Transport equipment Mae? 59S 4.81 5.24 4.56 6.86 3.23 6.32 || 10.02 5.50 7.35 9.74 3.40 4.66 6.30 

Other manufactured goods . 45.20 | 48.02|} 45.94 | 43.94 | 46.72 55.50 |} 55.54 | 56.81] 66.17 | 70.30 | 73.01 | 73.58 | 70.39 

KOREA, Republic of (million US dollars) 

BOOds . s A) a 7.84 | 13.96} 14.18 | 16.88 | 10.27 14.53 7.99 | 14.88] 41.08 | 30,55 | 10.32 | 60.60 
Cereals and cereal preparations 6.38 | 10.78]} 11.59 | 14.61 7.66 9.26 4.62 | 10.46] 37.44 | 27.51 5.78 | 53.69 

Beverages and tobacco. . . 0.07 0.12 0.08 0.07 0.22 0.10 0.05 0.16 0.24 0.07 0.08 0.06 

Crude materials, inedible, 
except-tucls' 4.47. U8 56% 17.37 | 22.26)| 18.60 | 19.63 | 22.60 29.30 |} 25.54 | 27.54] 26.52 | 26.46 | 31.88 | 30.75 

Chemicals Wee, aoe tt 9.42 | 10.70 9.19} 11.79) 11-38 11.06 9.16 | 12.74] 11.15 10.91 | 11.80 | 10.86 

Textiles wen ees, Re LMS 5.80 8.56 7.02 9.77 7.88 9.58 '8.76 9.78 7.98 7.34 9.91 8.70 

Machinery . eee. Fe 15.73 | 31.57}} 21.65 | 32.05 | 35.63 | 36.97 || 27.72 | 34.40} 41.92 40.33 | 23.45 | 31.12 

Transport equipment peter ae 10.12 | 12.86]} 13.18 | 13.13 | 11.61 | 13.51 ]] 10.32 | 18.77] 15.94 | 18.37 | 13.15 7.07 


Other manufactured goods. . 10.94 | 14.86]] 11.33 | 12.53 | 15.19 | 20.38 ]] 17.76 | 17.65] 19.22 | 19.05 | 19.40 | 16.88 


260 


EXTERNAL TRADE 
23. VALUE OF IMPORTS BY PRINCIPAL COMMODITY GROUPS (Cont'd) 


Monthly averages or calendar months 


oe 1 39: 96 ae | 1 i500 6 Goes q 
Poot om] wit] om] sep | on [Nov | Dec | 


LAOS (million kips) 


Food) =a. 297.0 | 291.9]} 181.3 | 197.9 | 281.7 | 506.6 || 253.2 

Cereals and cereal preparations 225.4 | 195.9 96.6 76.8 | 200.3 | 409.7 || 169.8 0 Boal wae est ee aie 
Petroleum products. . .. . 187.4 90.8 84.3 | 129.1 82.2 67.6 |} 311.0 ines Rais oe ae cnt dite 
Chemicals sage on oe nea 37.5 60.4 57.3 61.4 57.3 67.4 81.6 Fa or BG: “eh at 
Texticsumermeeesh es. Koo os. Wis 32.4 37.9 25.4 31.9 36.2 58.2 56.1 
Machinery . . ce Cease 68.4 | 120.3]| 143.8 | 142.4} 114.0 81.9 || 103.4 
Transport equipment ; i 125.8 | 140.2]} 155.3 | 142.9 | 138.7 | 124.0 || 147.0 
Other manufactured goods Ae: 152.5 | 198.7|] 212.8 | 181.7 | 191.4 | 209.1 |} 264.4 


MALAYSIA (million Malaysian dollars) 
EAST MALAYSIA 


SABAH 
Food . ; 5.68 5.61 5.32 5.75 5.72 5.66 — 5.74 — 
Mineral fuels, lubricants ‘and 
related materials . . 3 2.01 2.32 2.25 2.08 2.44 2.49 2.00 
Chemicaisy os ers ec 1.41 1.62 1.36 1.70 1.72 1.68 1.79 
Textiles Ee ae tetinse er 0.62 0.69 0.52 0.66 0.74 0.83 0.70 
Machinery. . oe 5.57 6.22 5.48 6.89 6.10 6.42 7.01 
Transport equipment . Sie We 2.32 2.58 Pai Ve) 3.46 2.24 2.46 3.42 
Other manufactured goods. . 5.66 6.23 5.16 5.90 6.92 6.93 13.30 
SARAWAK 
Food . ; 7.92 7.38 7.34 6.89 7.82 7.49 8.21 7.62 8.12 
Mineral fuels, lubricants ‘and 
related materials . . . . 21.08 | 23.911] 23.39 | 25.07 | 23.74 | 23.45 || 22.94 | 22.96 | 22.45 
Chemicals" 274-4 4 88; 1.93 2.04 1.48 1.95 2.38 2.34 2.01 2.16 2.75 
Textiles Soret Be ee eat 0.58 0.63 0.57 0.64 0.67 0.66 0.58 0.67 0.66 
Machinery? «cue: eke 4.20 3:75 4.30 3.67 3.45 3.60 2.42 2.87 4.17 
Transport equipment. .. . 1.70 1.80 1.58 1.73 1.92 1.97 1.88 1.94 1.93 
Other manufactured goods. . 4.93 5.15 3.97 5.43 5.68 5.90 4.70 5.00 6.32 
WEST MALAYSIA 
Food, We --.- ey ae §1.9 52.6 55.8 54.9 52.1 | * 48.0 42.1 
Cereals and ‘cereal 
preparations ; 7. i 22.7 22.5 24.5 25.1 23.1 17.4 14.0 
Crude materials, inedible, 
except fuels. = 3% Gs. 13.8 23.3 16.4 19.3 27.0 30.6 23.0 
Metal ores and scrap . é 3.5 13.1 6.4 9.4 17.0 19.7 9.6 
Mineral fuels, lubricants and 
related materials . . . . 15.4 17.5 15.5 16.9 21.6 16.0 15.4 
Textiles Se ee rN 11.0 1357, 12.1 12.0 14.4 16.3 12.1 
Machinery. . Tha 30.3 30.8 29.7 30.6 31.6 31.5 25.7 
Transport equipment . Sn ae 17.6 21.3 20.9 19.8 22.2 22.1 22.8 
Other manufactured goods . . 45.0 43.4 41.7 44.5 41.3 45.9 37.9 
NEW ZEALAND (million New Zealand dollars)4 
Food Meare fie on Abaco eke 2.52 2.92 — 2.79 — 2.89 3.12 2.53 2.67 3.87 
Wheat.” =. : : 0.28 0.09 0.13 0.09 — —- — — 
Sugar and sugar preparations 4 0.47 0.57 0.55 0.59 0.57 0.51 1.16 0.90 
Tea z Santee 0.39 0.49 0.43 0.55 0.53 0.38 0.32 0.38 
Beverages and tobacco om ake 0.62 0.94 0.77 1.14 1.11 0.74 0.53 0.63 
Crude materials, inedible, 
except fuels .. ; 2.70 3.29 2.78 3.62 3.98 3.49 3.56 5.26 
Mineral fuels, lubricants and 
related materials . . . . . 3.51 4.62 4.74 4.49 4.52 5.10 4.67- 4.68 Saepalie 
Chomicals. i 21 iw. 15, os 5.85 8.11 7.09 9.38 8.88 vy | 8.39 | 10.47 
Textiles . . ; 5.54 6.08 5.47 6.64 6.72 6.09 6.54 8.53 
Base metals and manufactures A 8.16 9.76 8.66 10.40 11.33 9.95 9.43 | 12.53 
Machinery. . ool aes 12.09 | 12.13 11.03 13.61 12.86 |} 12.25 | 14.03 | 15.70 
Transport equipment oe ee 6.53 6.78 5.51 8.29 7.80 8.01 7.53 8.99 
Other manufactured goods . . 5.58 6.94 5.81 8.27 7.89 7.00 7.28 9.65 
PAKISTAN (million rupees) 
Food . j 76.2 57.8 78.5 36.1 48.7 68.0 20.9 48.2 9.2 8.9 14.3 18.2 
Wheat and spelt (incl. ‘meslin) 5 58.3 35.4 54.9 29.5 24.3 32.8 10.6 33.3 — —_ — — 
Crude materials, inedible, ; 
except *fiels Ret Vail... 4 15.4 14.3 12.7 15.8 15.4 13.2 15.6 16.9 14.5 21.0 16.3 17.3 
Textile fibres . 3.9 4.3 2.8 7.3 4.0 3.2 2.8 2.8 3.1 4.3 3.4 5.7 
Mineral fuels, lubricants and 
related materials . . 24.9 26.0 23.5 28.6 25.1 26.7 23.8 27.7 23.5 25.2 21.0 16.5 
Animal and vegetable oils ‘and 
fate Bee ag S 16.2 16.0 10.6 21.9 25.1 6.5 9.5 6.5 13.2 22.3 14.1 4.1 
Chemicals.) 2 Sia: 1. 0G8 see 47.9 48.5 33.9 49.2 59.6 51.4 47.1 yi 58.3 50.6 62.1 64.0 
Textiles . . Fi 7.1 5.7 5.7 5.5 5.9 5.7 3.8 3.6 3,1 2.3 3.3 3.4 
Base metals and manufactures ; 68.8 58.6 49.6 59.7 60.8 64.4 47.6 | 106.7 63.8 50.4 46.7 46.8 
Machinery . BOT tas 1'6.4 | 112.3}]} 125.3 | 105.8} 108.4 | 109.8]| 116.9 | 141.0 | 136.6 | 105.2 |} 131.7 | 105.5 
Transport equipment She Ae 39.6 29.6 28.1 29.8 42.1 18.4 35.3 32.8 56.0 39.4 47.4 20.4 


Other manufactured goods . . | 232] 25.11) 231 | 254] 25.2] 268]| 638] 128] 26.7] 242) 920] 210] ... 
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EXTERNAL TRADE 
23. VALUE OF IMPORTS BY PRINCIPAL COMMODITY GROUPS (Coni’d) 


Monthly averages or calendar months 


1967 | 1968 


1 


oo 
o 
fos) 


| ek, {eae eae 


Il I w || 1 Il | m | sep | Oct 


Dec 


PHILIPPINES (million US dollars)® 


EOOd Wine: he 13.34 9.82 | 11.39} 10.01 || 10.08 9.66 
Cereals and cereal preparations 7.07 3.25 8.70 2.55 2.63 2.53 
Mineral fuels, lubricants and i 
related materials . 7.81 9.09 8.85 8.95 8.87 8.77 
Chemicals 8.05 Sig 9.02 9.52 9.48 | 10.08 
Textiles 2.65 3.42 3.94 4.69 2.62 3.02 
Machinery 23.01 21.89 | 32.72 | 23.30 || 25.06 | 25.75 
Transport equipment 10.86 12:52 | 12:92 |. 11:59 || 21.01 9.94 
Other manufactured goods , 17.13 19.25 | 18.82 | 17.92 |} 18.98 | 22.41 
SINGAPORE (million Singapore dollars)e 
FO0d a. 67.6 81.6 69.1 65.4 76.0 74.3 76.4 85.4 87.2 
Cereals and cereal preparations 18.3 25.7 16.7 15.4 17.1 15.4 one ahs oe 
Crude materials, inedible and 
except fuels. °) 0. uw = a? 53.1 42.3 51.0 54.4 64.8 59.8 86.5 90.2 84.7 
Crude rubber. . . - 38.1 25,2 34.0: 38.3 46.9 41.2 Nise Bes ese 
Mineral fuels, lubricants and 
related materials . . . . . 61.6 69.5 79.5 69.0 82.2 76.4 78.6 83.1 91.0 
Tey QT ected 2 Pieler De eiettd IE 33.3 45.7 61.5 $5.5 52.9 54.5 Fe Bee $65 
Machinery . . Giotbaersai IES barr 35.6 45.9 444 41.8 44.0 62.1 
Transport equipment Bea Behn 12.9 33.1 17.1 22.1 16.2 26.1 
Other manufactured goods. . 65.0 71.9 73.2 77.6 73.8 79.6 
THAILAND (million baht)f 
OO ME oul tx : 86.2 94.2 95.0 84.7 |} 125.4 88.8 
Mineral fuels, lubricants and 
related materidls . . . . . 132.4 172.9 | 161.9 143.9 |} 101.3 | 102.2 
ieHemMiccisgMiel = yee) be 219.1 266.4 | 229.6 | 223.0 |} 252.9 | 294.1 
MOXHIOSME sy 40: Gao oh a 4s isa es 156.2 132.3 | 111.3 | 152.1 |} 136.5 | 109.1 
Machinery . . ey oy eee 406.3 465.5 | 474.6 | 484.4 |} 502.9 | 511.3 
Transport equipment aawry bie ia 237.7 246.7 | 278.0 | 260.2 || 271.0 | 280.8 
Other manufactured goods. 478.0 484.3 | 478.6 | 528.9 || 554.8 dove 
VIET-NAM, Republic of (million  Piastres) 
Food) 25.%: 303.1 244.4 | 479.9 | 490.1 |} 547.7 | 478.5 | 389.3] 361.0 
Petroleum and products ra bp 189.1 245.5 | 190.7 303.7 || 169.0 65.2 | 378.7 2.4 
textiles fabricsu we, fe. fe, ys 298.4 85.1 86.7 329.9 || 365.2 | 235.8 | 146.8) 120.9 
‘Machinery . nan twa 710.5 450.0 | 403.9 | 551.4 || 630.1 | 660.5 | 670.2 | 554.0 
Transport equipment é 489.1 212.5 | 269.6 | 689.4 |} 604.2 | 362.5 | 269.3 | 180.1 
WESTERN SAMOA ( thousand tala)& 
OO suis be ey 153 
Beverages and tobacco oe Epa 32 
Crude materials, inedible and 
except fuels . . F 17 
Mineral fuels, lubricants and ' 
related materials . . . . . 22 see 
Chemicals ae iig ae teed Pode: 29 . 
OXtUOS\am «Aig com bk page ic Beige ot 33 
Mochinery . . Theol 41 
Transport equipment 5 er See 26 
Other manufactured goods. . 98 
GENERAL NOTE: See table 19. d. Current domestic value in the exporting country. 


a. Imports valued f.o.b e. Excluding trade with Indonesia. 


b. Net imports (imports less re-exports). 
c. Including the value of exchange certificates. 


24. VALUE OF EXPORTS BY PRINCIPAL COMMODITIES AND/OR COMMODITY GROUPS 


Monthly averages or calendar months 


f. Excluding military aid goods. 
g. Imports valued f.o.b. in the country of exports plus 10% and are in terms of the 
tala introduced on 10 July 1967 with a value of 0.5 Western Samoan £ 


1 1 9 6 tC) 
| I II Ill Sep Oct Nov Dec 
| AFGHANISTAN* (million afghanis) 
Fruits and nuts, fresh and dried . 163.9 | 167.0 
Hides, skins and fur skins, 
undressed . 103.5 65.7 
Wool 30.6 43.4 
Raw cotton ome Lee 49.5 36.5 
Carpets and rugs . ' 32.6 28.1 
AUSTRALIA (million Australian pong ; ; 
Food 99.68 | 82.33]| 76.36 | 84.45] 86.18 82.32 || 79.42 | 85.60 |110.16 | -98.58 |103.06 | 95.81 | 98.42 
Wheat - 37.35 | 21.29]} 22.90 | 23.48] 21.06 17.70 || 25.16 | 22.22 | 32.26] 26.69 | 33.02 | 22.26 | 28.37 
Crude materials, ‘inedible, 
except fuels 87.89 | 93.96]| 90.27 | 92.45] 79.86 | 113.26 |/113.60 |107.03 | 99.45 | 79.24 |133.11 | 122.91 | 114.56 
Wool . 62.70 | 62.07]} 63.50 | 62.21] 46.90| 75.67 || 78.16 | 64.02 | 52.93 | 36.63 | 70.94} 71.53 | 69.16 
Mineral fuels, lubricants and 
| related materials... . . 9.13} 11.52 9.93 | 12.16} 12.02 11.97 ||, 11.27 | 13.23 | 15.95} 14.52 | 14.97 |] 16.72 | 18.40 
. Chemicals . ee 7.05} 10.16 7.46 | 10.64 9.91 12.63 9.84 | 14.99 | 13.94] 22.77 | 10.20 | 12.98 6.06 
. Base metals and manufactures . 20.61 | 22.20 18.19 | 21.71 |. 26.32 22.58 || 23.62 | 27.60 | 37.99 42.01 | 38.93 | 28.85 | 29.65 
: Machinery’. . as 7.06 2B 5.71 7.30 8.43 7.80 6.52 8.22 | 10.01 9.56 | 12.39 9.28 9.74 
Transport equipment SA Lge 5.17 6.88 6.92 7.36 6.57 6.68 6.73 7.13 9.29 8.48 | 19.72 8.80 | 15.50 
f Other manufactured goods... 8.37 | 11.58 8.17 | 12.71 | 12.86 | 12.60 9.49 | 12.00 | 12.24 | 10.83 | 15.18 | 10.87 | 12.45 
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EXTERNAL TRADE 
24. VALUE OF EXPORTS BY PRINCIPAL COMMODITIES AND/OR COMMODITY GROUPS (Cont'd) 
“To averages or calendar months 


| 
1967 1968 
ope Cepepe Vv Tey wT oe Toe Tae 


BRUNEI (million Malaysian meas 


Crude petroleum. . oan 19.63 | 22.36 
Natural rubber .. are 0.04 0.01 
BURMA (million kyats) 
Rice and products . . .. . 26.4 20.1 15.0 48.3 6.6 10.6 27.5 
Notiralivabber . f.% = |. .. 0.7 1.1 0.7 0.9 11 ley 1.3 ; 
TOGE MS hee es ele 10.9 13.4 13.5 14.2 14.0 11.9 10.3 
Raw cotton .. Ao ete 0.7 0.3 0.6 0.4 0.2 — a 
Base metals and ores . . . . 1.6 1.7 1.6 1:2 2.0 7h 14 
CAMBODIA i million a 
Rice, (2. eas 107.8 | 108.7 59.0 | 163.2} 143.9 68.8 41.9 
Maize. . ee te ee 12.3 13.0 11.0 6.4 3.4 31.0 4.0 
Natural rubber : Soh Ac 60.0 54.8 43.2 40.1 68.7 67.0 64.9 
CEYLON (million rupees) 
Tea cent. 3. aye 88.4 96.7 83.3 74.7) 130.9 92.1 
Coconut and products - eee 14.1 27.8 eer 21.4 32.5 34.5 
Natural rubber . 23.5 27.6 29.4 18.1 31.7 efi | 
CHINA (Taiwan) ( million new Taiwan dollars) 
TUGOUR MIE Pree fe fe cies 66.7 41.3 11.5 50.0 73.4 30.4 0.4 0.9 1.5 745) 0.2 0.3 | 206.5 
perce?) Me. ih SO Fe ee 173.2 155.1 nes Rist 106.4 87.7 57.1] 333.7) 152.1 265.1 174.8 59.2 42.6 — 
SGC come Se otc, 130.7 150.6 |} 155.3 | 228.9 156.8 61.4 140.5 163.3} 132.7 156.8 125.5 121.0 | 280.6 — 
Tea eh Rees > So, eee 35.4 37.6 40.0 32.2 24.7 53.5 24.4 39.9 40.5 38.1 122.6 32.4 47.5 — 
Plywood . eee 123.0 |176.8]} 144.1 | 155.5] 186.0) 221.4 || 181.3) 204.8) 217.7 | 243.7 | 228.5 | 218.2 | 284.0 ° 
Cotton yarn and fabrics . . . 157.7. | 159.2]; 124.2 | 142.8| 200.4] 209.6 || 166.2} 169.9; 192.0 | 173.7) 221.4 | 185.5 | 341.7 | 
Cement . : 81.4 46.4 54.3 42.3 42.1 46.9 38.7 37.8 25.0 19.4 ne 13.8 40.9 
Cotton clothing “and articles of 
personal wear . eg 44.4 75.0 42.4 | 149.7 58.8 49.3 41.7 40.5 56.3 32.5 37.0 26.0 91.9 j 
FIJI (million ob ge dollars) 
Sugar. . ee +e 1.98 2.07 0.49 0.29 3.44 4.07 0.86 2.51 2.84 
Coconut oil . 0.24 0.40 0.31 0.34 0.53 0.40 0.22 0.36 0.55 
HONG KONG® (million Hong Kong dollars) 
Food . . 12.7 15.8 13.1 16.4 15.1 18.6 13.7 15.0 20.2 26.9 23.2 20.9 18.5 
Crude materials, ‘inedible, | 
except fuels .0 6.4. .P ae 10.4 11.7 11.1 12.2 11.5 12.1 11.5 15.0 13.3 17.9 14.2 | . 20.8 19.4 
Chemicals 2. . bs Ee See 6.7 4.9 6.3 6.8 8.7 6.6 7.5 9.2 12.9 10.3 11.4 9.2 
Textiles . . : 78.0 86.3 774 81.0 89.8 96.8 77.5 84.1 94.4 111.3 127.5 | 118,80) bigiu 
Base metals ond manufactures Z 222, 25.9 21.3 25.0 27.3 30.1 26.2 27.7 30.0 37.0 34.0 40.6 37.7 = 
Machinery . < SYA) 69.1 49.5 61.2 74.1 91.8 72.1 84.3 98.7 | 108.4 | 123.3 | 122.4 | 107.9 
Transport equipment : Nat 3.6 4.0 4.9 3.9 3.8 3.4 4.8 4.2 3.3 1.8 8.3 5.4 3.8 
Clothing, except fur clothing As 192.7 | 250.5]; 189.1 | 232.6} 270.1] $310.3 || 276.2) 304.9) 346.2 | 384.6 | 376.1 | 366.2 | 302.1 
Other manufactured goods. . 176.7 | 228.1|| 184.0 | 220.7| 256.9] 250.8 |} 300.8) 352.4) 413.5 | 473.2 | 495.6 | 371.2 | 308.3” 
{NDIA (million joe ; 
Foods k. 7. si Spec Se 307.4 | 307.6|| 287.9 | 249.1] 9368.7] 324.8 || 271.2] 250.3] 316.7 | 323.1 | 346.4 | 217.4 | 297.2 
Sugarie fhe i B98. ee AT 9.9 8.4 22.1 6.9 0.1 4.4 23.1 9.8 5.5 2.8 0.4 0.2 12.1 
Tea oe i La oe ee 157.5 |138.7]} 110.0 62.4} 216.3] 166.2 76.8 61.4] 145.7 | 147.2 | 170.5 72.8 | 110.5 
Spices . St eas Vey) 23.7 34.2 20.2 14.0 26.4 23.2 17.9 15.6 29.1 38.8 18.9 41.0 
Oilseed cake ond meal. . 37.7 42.5 49.8 50.0 $1.1 39.0 44.9 31.7 29.7 21.4 29.5 32.6 39.0 
Crude materials, inedible, 
except fuels .. ' 166.9 |173.1)| 187.6 | 171.8] 157.0} 175.8 || 201.9] 180.7} 170.5 | 178.9 | 160.4 | 172.6 | 210.3 - 
Hides and skins, undressed. 9.6 4.3 4.7 3.0 3.9 5.6 4.3 9.5 Tel. 6.1 6.5 4.7 4.8 
Cotton raw and waste. . . 16.0 15.0 20.3 14.5 17.0 8.2 12.7 16.6 13.9 9.0 6.0 7.9 19.9 
Iron ore and concentrates . . 60.6 72.1 80.1 74.3 53.4 80.5 86.5 62.7 66.2 77.8 69.0 87.1 77.6 
Vegetable; alls, & ~i 0) =<) & 2.2 9.9 6.1 19.7 10.2° 3.8 5.4 4.4 4.5 10.7 2.1 2.2 0.6 
Chemicals . na 13.4 17.4 11.2 15.3 21.9 21.2 20.6 22.5 26.8 32.6 24.3 23.5 23.0 
Leather and manufactures. . 46.1 54.8 38.8 66.2 51.7 62.7 61.5 78.1 65.6 74.5 51.8 82.9 63.6 
Cotton yam and fabrics . . . 62.3 69.7 65.8 61.0 78.4 Tach Teed 76.0 83.9 99.5 82.4 77.5 95.7 
Jute yam and ayes ee Pa aes 141.5 |136.5|} 136.0 | 120.5} 143.5] 146.0 |} 159.3) 157.4) 134.7 | 114.0] 128.1 |) 163.3 | 144.7 
Other manufactured g 205.1 | 249.0|| 197.3 | 215.7] 296.1] 287.0 || 269.7} 278.0] 278.7 | 285.6 | 298.9 | 246.2 | 283.8 
INDONESIA (million G$°as dollars)> 
Teay-4 : 5 8.0 1,28 1.29 1.48 — 117 — 1.14 0.70 0,37 0.30 0.10 0.20 0.20 | 
Copra and copra “cake a 13.9 2.18 1.69 3.50 1.77 0.88 0.63 0.33 0.40 0.90 1.10 1.40 | 
Naturedimubber, 5 65> 7 140.5)| | 13.82]| 13.42 | 14.76 13.56 12.38} 15.87} 17.30 | 16.20 | 15.00 | 14.70} 14.10 | 
-Tin ore. /. a ohs, 4 40.7 3.04 1.14 4.61 3.21 1.52 1.57 2.27 2.50 2.90 2.30 3.00 
Petroleum and products eee 199.7|| | 24.28|} 20.03 | 23.38 26.85 28.56} 30.50) 30.73 | 27.90 | 35.70 | 33.00 | 37.40 
IRAN* (million rials) 
Edible fruitss= “3)s0i. . . 133.8 Ree aes — 75.1 —| 259.1 --.}| 196.9} 135.8 wate bet oy vag 
Raw cotton . ce pee 237.2 a Sail S572 74.1 5.2} 412.0 .-.| 248.9 66.2 Pr ti ee ahaa 
Petroleum and products S pel pe AED IZEZ ...|}8 944.2 |9 040.5 |12659.3 |11915.6 ... |10966.3 |12 718.9 ‘iat aA om +) a 
Carpets, hand made ... . 303.8 ...|| 398.1 | 288.9} 383.2] 405.3 .--| 933.2} 410.7 We ere) 258 Sid 
JAPAN (billion yen) 
Food". 5. a 10.84 |12.54|| 12.32} 10.18] 12.75 | 14.92 |} 12.10] 20.00] 19.70 | 18.86 | 14.42 | 14.77 | 16.07 — 
Fish and fish preparations = 7.30 8.43 8.55 6.29 8.76 | 10.14 6.31 6.89 9.79 | 11.26 | 10.03 9.31 | 10.20 © 
Crude materials, oe : 
except fuels . . <) vee 6.31 7.31 6.16 7.33 7.28 8.49 7.20 8.08 8.78 8.52 8.78 9.03 | 11.84 
Textile fibres, raw . . . . 4.16 4.64 3.91 4.73 4.53 5.40 4.43 4.94 5.34 §.17 5.50 5.68 7.58 
Chepticnin it sain Soe ce sce 20.53 | 24.16|| 17.84 | 24.91] 26.26] 27.62 || 23.97] 27.02] 35.02 | 36.02 | 35.93 | 31.58 | 40.94 
Textiles : : 36.88 | 43.06|| 31.66 | 41.33] 45.00] 54.26 || 42.02] 48.29] 50.55 | 50.93 | 52.04 | 52.17} 67.97 
Base metals ond. manufactures : 53.36 |70.08|} 57.64 | 70.09] 73.66| 78.94 || 72.21] 83.21] 92.24 | 98.51 | 93.12 | 94.01 | 125.73 
Machinery . . Ye 8s 62.51 | 80.66|| 60.88] 77.51] 84.60} 99.66 || 83.44] 102.77] 114.54 | 115.23 | 119.28 | 111.73 | 140.85 
Transport equipment : aes 52.00 |67.07|| 62.49 | 65.17| 66.83] 73.78 || 79.28) 71.97] 77.92 | 84.32 | 79.19 | 78.44 | 106.96 


Other manufactured goods ores 67.46 |80.50|| 61.62 | 80.05] 86.42] 93.89 || 78.11] 98.77| 104.08 | 101.50 | 103.58 | 96.84 | 120.12 - 
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EXTERNAL TRADE 
24. VALUE OF EXPORTS BY PRINCIPAL COMMODITIES AND/OR COMMODITY GROUPS (Cont'd) 


Monthly averages or calendar months 


1967 1968 


KOREA, Republic of (million US dollars) 


——_. 


9 


1596 78 | fo ear 
Poe | oe mo] wt TT JT sep [00 [nov | dec 


FOO <=, reyes 3.16 3.71 2.32 5.48 2.00 5.42 4,25 
Crude materials, ‘inedible, | 
BXCODI ETON A he) vp Site, HORS 4.83 5.13 4.45 4.47 4.34 5.62 5.94 
Chemicals. . ee) ke es 0.20 0.26 0.06 0.04 0.15 0.14 0.41 
Manufactured goods vot FEF 16.55 | 25.82]| 18.83 | 26.55 26.38 | 38.45 | 35.91 
LAOS (million kips) 
Wood and lumber. ... . 27.87 | 32.03]} 16.01 | 30.99 23.33 | 22.07 
Ain Oe. =: a tia 41.47 | 67.17|| 86.07 | 38.62 52.89 | 23.11 
_ Gums and resins . . 2.04 0.32 ~- 0.44 0.07 -= 
Plants for use in medicine ‘and 
| prefume 0.94 0.53 1.48 0.20 1.47 0.60 
“MALAYSIA Trillion Malaysian dollars) 
EAST MALAYSIA 
SABAH 
! ODICMM GK. vert tee uy ee beeen 0.47 0.55 0.47 0.57 — 112 — 
} Rubber Oe, rene: se 2.19 ZL7 1.97 1.76 5.63 
; PiMmDOLecmientinss Gta | oe es 26.44 | 27.95|| 21.82 | 31.04 54.72 
i SARAWAK 
ODOM Uke fre. Lemons) 0s 2.96 2.89 1.74 2:51 2.01 3.34 8.92 : 
Rubber Ae Wee 2.70 2.22 1.64 1.76 4,33 4.34 4.36 é 
i Timber, sawn and logs Fat Tipe 11,34 | 15.09)] 13.40 | 15.06 14.90 | 17.40 | 15.63 
Mineral fuels, lubricants and 
related materials . . . . 22.21 | 24.92|| 23.48 | 25.27 25.31 | 25.98 | 24.62 
_ WEST MALAYSIA 
i Waturalorubber «5. . « » 101.3 | 108.4 97.5 92.7 149.3 | 137.9 | 184.1 
Iron ore. J yfe Bode Daye 10.2 9.2 2.9 14.2 2.6 13.9 16.3 
Vegetable oils. on es. at 11.1 12.9 14.4 12.2 11.0 13.7 12.7 
Tin metal. . 62.0 68.4 63.9 63.8 Thad 67.6 84.3 
NEW ZEALAND ( million New Zealand dollars) 
mood |.» so 37.11 | 42.63 — 45.76 — 55.06 | 46.19 | 45.56 
Meat and meat preparations P 17.84 | 23.78 26.14 31.70 | 28.64 | 32.25 
Butter... ised rues, = fis 9.70 9.28 9.20 11.98 7.57 4.77 
Cheese and curd . : ae 4.12 3.50 3.86 5.29 2.62 2.05 
Crude materials, inedible, 
except fuels . . F 17.25 | 23.33 26.74 34.41 | 34.66 | 25.14 
Hides and skins, undressed. , 2.47 3.89 4.40 5.14 6.54 4.94 
Wool and other animal hair . 11.70 | 15.15 18.26 24.65 | 22,382 | 14.57 
PAKISTAN (million rupees) 
Fish (excl. canned). . ; 4.5 5.3 4.2 3.9 4.9 5.7 6.7 
BUWaAlNOniee ss ihe ea ss 58.5 81.9 73.9 | 106.4 69.6 36.0 37.4 
Raw cotton : 28.0 39.6 62.9 52.0 $3.4 62.1 2.8 
Raw wool 3.1 3.4 2.4 3.8 2.8 3.7 1.8 
Hides and skins AL ees 0.7 0.5 0.5 0.8 0.3 0.3 0.5 
Jute fabrics . . 17.0 34.2 26.8 51.1 33.7 37.0 40.1 
Bags & sacks of textile materials 23.9 26.3 25.3 35.3 21.5 22.5 24.2 
_ PHILIPPINES (million US dollars) 
Coconut and coconut preparations 17.15 | 18.75]} 14.04 | 18.95 12.75 | 11.68 
Sugar, centrifugal . . . . . 11.81 | 12.00}} 14.70 | 18.65 12.69 | 17.70 
Abaca soap Soe Bes 1.23 0.93 1.23 0.87 1.14 1.28 
Copper concentrates AL Aaa 6.24 7.44 5.28 7.Al 10.06 8.24 
Logs and lumber . : 17.68 | 18.05]} 16.26 | 19.11 15.97 | 21.62 
SINGAPORE (million Singapore aolgrs. 
Pineapples, canned. 3.8 4.0 3.3 5.3 3.3 5.0 4.4 
Coffee beans, not roasted. . . 10.6 8.4 8.0 9.5 9.2 vif 10.6 
Pepper, unground .... . 5.2 5.9 4.0 5.8 4.3 4.7 5.6 
mrogerrupper’ wa" . 0. 4 62.9 72.4 61.1 61.8 Oot) eddy ca lale 
Petroleum products. . . . . 56.3 67.2 62.8 67.4 76.2 73.0 75.5 
Palm oil . rh ae 3.2 3.3 3.2 3.4 3.4 3.8 4.6 
THAILAND (million baht) 
Rice. : sae 387.8 | 314.6]| 323.4 | 290.1 272.9 | 221.9 nec 
Natural rubber Sy a er a 131.1 | 151.3]/ 155.8 | 127.4 265.8 | 194.6 | 193.5 
Maize Stee Aedes. cg. Be 113.0 | 129.7]} 132.5 | 114.5 130.0 51.0 80.2 
MRS Rt Bite 16.1 14.1 14.9 15.9 13.1 15.3 14.0 
Tin metal 151.7 | 117.2]/ 135.8 | 134.4 125.4 | 132.0 | 144.4 
VIET-NAM, Republic of (million piastres) 
Natural rubber . . 88.5 64.7 66.6 40.8 74.0 39.9 75.2 
WESTERN SAMOA Uh. thousand d tala)e 
A re 144 134 ae 
BEIDOTOCS Se oU) cany 8a Mee vis, veces 22 22 ae 
Coco beans . al, 120 104 <i 
Crude materials, inedible, 
except fuels . . Sree ihenc 78 158 Sa Aen 
GMI AS seis, Perkin eis 77 157 150 203 
GENERAL NOTE: Sce table 19. c. Data are in terms of the tala introduced on 10 July with a value of 0.5 Western 
a. Domestic exports only. Samoan {, 


b. Data for 1967 are in million new rupiahs, 
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MEAT 
Australiag 
New Zealand . 
DAIRY PRODUCTS 
Australiag 
New Zealand 
FISH 
Cambodia 
India 
Japan ; 
Korea, Republic of 
Malaysia: Sabah 
Pakistan . 
Thailand . 
Viet-Nam, Republic ole 
WHEAT 
Australiag 
RICE 
Burma : 
Cambodia 
China (Taiwan) . 
Thailand . 
MAIZE 
Burma 
Cambodia 
Thailand . 
SUGAR 
China (Taiwan) . 
Fiji 
India E 
Philippines 
Thailand 
TEA 
Ceylon : 
China (Taiwan) . 
India 
Indonesia 
Japan ‘ 
Viet-Nam, Republic oo 
SPICES 
Cambodia 
Ceylon 
India 
Indonesia 
Malaysia: 
Thailand . 
HIDES & SKINS. 
Cambodia 
India 
Indonesia 
Pakistan 
Thailand . . 
NATURAL RUBBER 
Burma : 
Cambodia 
Ceylon 
Indonesia 
Malaysia: 

East Malaysia 
Sabah) = 
Sarawak 5 

West Malaysia‘ 

Thailand . 
Viet-Nam, Republic of . 
WOOD & LUMBER 
Burma (teak and hard woods) 
Fiji 
Indonesia 
Malaysia: 

East Malaysia 
Sabah 
Sarawak 

West Malaysia 


Sarawak 


New Zealand (timber sawn, j 


million sup. ft.) 


Philippines (logs and lumber) 


Thailand (tea 


25. QUANTITY OF EXPORTS OF MAJOR COMMODITIES 


Monthly averages or calendar months 


1967 | 1968 


|i ee Tee ewe tel 
a 


34.0 31.3 32.6 32.0 
$4.2 57.7 48.0 43,3 
16.0 12.1 10.7 21.2 
42.8 35.7 25.8 54.8 
0.27 0.06 0.07 0.05 
1.70 1.64 1.55 2.12 
16.54] 17.46 | 16.35 | 18.46 
5.18 5.26 4.48 7.47 
0.19 0.23 0.10 0.12 
V21 1.48 1.50 1.62 
0.568 0.552 
0.01 0.01 — = 
461 448 405 332 
23.8 68.0 9.2 16.3 
9.2 27.4 25.7 14.3 
1.9° 6.6 10.0 41 
84.8 78.7 86.4 | 106.1 
yf 0.5 0.8 0.1 
6.0 3.4 2.0 17.8 
117.5 | 101.6 64.8 | 209.8 
53.6 83.8 47.6 24.6 
7.6 5.5 38.0 64.5 
25.7 20.4 = 8.5 
100.2 | 126.0 47.1 48.1 
16.3 13.5 23.5 16.2 
1.7 uh 1.0 2.2 
14.2 8.4 24.7 22.2 
2.6 2.8 2.7 2.6 
0.1 0.1 0.2 0.1 
= —— 0.1 0.1 
0.08 0.37 0.09 0.01 
0.28 0.29 0.49 0.63 
6.03 5.23 3.37 4.48 
0.94 0.87 3.96 3.13 
0.97 1.75 3.32 1.69 
0.148) 0.078) 0.078} 0.098 
0.11 0.09 0.09 0.09 
0.37 0.32 0.38 0.59 
0.47 0.49 0.40 re 
0.10 0.04 0.02 0.02 
0.49 0.46 0.51 0.38 
0.4 0.6 0.6 0.9 
3.4 3.0 4.7 4.7 
14.6 8.7 14.2 12.2 
54.9 62.5 60.8 60.2 
2.1 1.7 2.2 2.3 
1.7 1.7 2.1 2.5 
86.3 78.9 91.9 98.0 
24.6 19.6 14.3 25.5 
2.9 1.6 2.7 2.5 
9.2 9.3 11.9 9.5 
0.4 0.2 0.6 0.4 
49.6 58.6 78.3 92.7 
224.5 | 297.8 | 271.5 | 298.7 
143.2 | 153.2 | 154.4 | 184.9 
109.4] 141.2 | 140.4 | 117.7 
4.6 7.3 9.1 7.8 
481.6 | 525.9 | 465.5 | 548.8 
1.9 2.0 1.7 1.6 


42.8 
59.6 


4.93 


103.6 
13.9 
153.5 


7.4 
21 


29.4 
44.9 


22.5 
46.5 
3.13 
13.80 
6.39 
5.81 


648 


134.8 


4.01 


3.1 
26.0 


4.3 


12.3 


18 


43.6 
38.7 


434 


32.8 


1.61 
0.35 


4.2 
7.8 


7.2 


1967 1968 


25. 
WOOL 
Afghcmistcem™ Ga <:s) sn eee) lee 0.3 
FAUSICCHADS Se esti cece a a 61.1 
India SER ie PE alee 0.8 
rented SO had a, 0.1 
New Zealand). «2. 666 6 lah 17.1 
Pakistan 0.8 
COTTON, RAW 
Afghanistan* 0.9 
Burma soho Gees Yes 0.3 
LEYS Eke Oe aed ec Pes cmia ED ACN Wy ues Su, 
Iran* ert | ae os 6.1 
Pakistan . . te | See 15.6 
JUTE AND ALLIED FIBRE 
India (bag and cloth) 61.7 
Pakistan (raw) . 43.9 
Thailand (jute and konall . 26.4 
HEMP, RAW 
UNGict bee eg a 0.49 
Malaysia: Sabah 0.27 
Philippines 5.61 
IRON ORE 
Hong Kong 14.1 
India . i V1.1 
Korea, Republic SE : 55.7 
Malaysia: West Malaysia 444.2 
Philippines ; 36.3 
TIN CONCENTRATES 
Burma i 0.01 
Indonesia 0.06 
Laos 0.04 
COAL 
India 20.8 
Korea, Republic of (anthracite) 14.3 
MANGANESE ORE & CONCENTRATES 
India : 92.4 
PETROLEUM & PRODUCTS 
Brunei (crude oil) 421 
Indonesia 1 547 
Iran* (crude oil) is 10 108 
Malaysia: Sarawak (petroleum 
products) : 191 
COPRA? & COCONUT Ol 
Ceylon. easie lg 6.5 
Fiji (coconut oles. do ear cea! ae 
Indonesia (copra) 6.0 
Malaysia: 
East Malaysia: Sabah. . . 0.8 
West Malaysia (coconut oil)® . 2.4 
Philippines. Sy ae 60.5 
Singapore (coconut oil). 1.0 
PALM OIL 
Indonesia rata (0 tes 11.0 
Malaysia: West Malaysia® 15.0 
GROUND NUTS? & OIL 
India 0.04 
Indonesia (groundnuts) 0.81 
Thailand (groundnuts) . 0.69 
COTTON YARN 
Hong Kong 0.94 
Japan 2 0.51 
COTTON FABRICS ¢ lions sq. “metres 
Hong Kong : 36.8 
India (million metres) . is 36.7 
Japan 66.8 
TIN METAL 
Indonesia Ai) Vou cao 0.06 
Malaysia: West Malaysia® 6.23 
Thailand Mls We? odes 2.25 


a. Port of Bangkok only. 
b. Pepper only. 
c. Net exports. 


Monthly averages or calendar months 


QUANTITY OF EXPORTS OF MAJOR COMMODITIES (Cont'd) 
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Thousand tons 


"ons 6 
=a aaa ee 
Il ul IV I I 
65.3| 478] 70.9|| 72.3| 63.7 
a8) Pas | 09 |) 07h 07 
| 0s i) at Eh tis 
S30 || 17.0; |) M188 |/NPSas: |) 327 
L1l| 1.0 TAU 09 |g 
0.1 = = ‘a ot 
26| 2.9 T,5i|} ee S |e ade 
eo, LO. 101) 12.26 956 
Doig \< Sage IP a9 1 ceT Pe nea 
§2.7| 59.8] 48.7|| 47.2| 50.4 
32.8| 40.7] 73.5|/ 519] 28.4 
21.5} (184 | 291 |! 922) E82 
0.19 | 0.24] 0.30]! 0.24] 0.18 
0:37. 1 920.20) Ihis6,26 ileus | sae: 
4.16 | 4.56 | 3.93]/ 5.33| 5.61 
130 | 19.0 (9461 19.71) 127 
1320.3 | 872.9 |1 501.0 |{1 554.8 |1 076.3 
67.1| 564] 73.2|| 43.1] 66.4 
659.6 | 709.9 | 239.9 || 116.9 | 657.7 
116 | 116{ 13.0]| 230] 19.0 
—| 0.02 = — |) BOL 
O52 O22: pred Tea eee 
0.04} 0.04] 0.10]/ 0.09] 0.03 
32.9| 37.5 | 49.7||/ 21.6] 20.2 
16.7| 169] 23.5|| 10.2] 229 
105.8 | 95.2 | 110.0 || 127.2 | 103.1 
487 — See es) a eS. 
1799 | 1880 | 2253 || 2209] 2350] ... 
8 027 | 11272 | 10 454 || 9873 | 10329 | 11 437 
188 — 200 
a2) | Sr iinme.7 Tee haa (Bt eae 
1.0] 2.0 V7 || 209 |) Sie |}. o24 
Pte] "ee.6' || aes || Mee eee | ee: 
0.7| 09 NO:|| iss ee \temees 
an || £30: $20 || Geen | weg |e he 
45,60 1 "62:91 2775.0) || eas. aGe an 
CC a ae ne | 
12-4: lh a 10°23 \usle 71 ee7.O me. | gemeS 
16.0| 21.4 | 279||/ 24.7| 249] 26.1 
0.98 | 0.33 | 0.35|/ 3.51] 1.26] 0.40 
107) lt ia |4NRee | PRU eames | ei 
0.21 | 0.67 | 0.51 || 0.19] 0.36] 0.48 
0.89 | 0.85] 1.07|] 0.77] 0.94] 0.96 
0.58 | 0.58 | 0.73 || 0.54] 0.60] 0.67 
35.1 | 380] 38.8 || 32.3] 325] 37.0 
37.0 | 41.1 | 41.5|| 382] 349] 933.9 
55.1 | 54.9] 67.0 || 449] 47.1 | 43.8 
6.84 | 7.70] +7.82|| 7.95] 6.77] 8.11 
2.20 | 2.00.) | Bera eROO | tee, | luce. 


d. In terms of oil equivalent. 
e. Including Singapore. 
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26. INDEX NUMBERS OF QUANTUM, UNIT VALUE AND TERMS OF TRADE 


AUSTRALIAg 
Imports 
Exports 


CEYLON (Central 1 Bank vk index) 


Imports 
Exportsio 
CHINA (Taiwan) 


Imports ( aay. and Ce : 


Exports 
INDIA> 
Imports 
Exports 
JAPAN 
Imports 
Exports ‘ 
KOREA, Republic 0 of 
Imports 
Exports. 
MALAYSIA: West “Malaysia 
Imports 
Exports . 
NEW ZEALAND 
Imports 
Exports 
PAKISTAN 
Imports 
Exports . 
PHILIPPINES 
Imports 
Exports 
THAILAND 
Imports 
Exports. 
VIET-NAM, Republic 0 of 
Imports 
Exports 


AUSTRALIAg 
Imports 
Exports 


CEYLON ( Central | Bank vk index) 


Imports 
orts A 
CHINA (Taiwan) 


Imports es and cr : 


Exports : 
KOREA, Republic o of 
Imports A 
Exports . 
MALAYSIA: West Malaysia 
Imports r 


PAKISTAN¢ 

Imports 

Exports. 
PHILIPPINES 

Imports 

Exports . 
THAILAND 

Imports 

Exports . 
VIET-NAM, Republic 0 of 
Imports : 
Exports 


126 
107 


159 
173 


133 
106 


175 
192 


208 
308 


115 
138 


103 
113 


166 
95 


196 
136 


112 
23 


1963 = 100° 


A. Quantum 


155 166 
144 136 
108 106 
82 139 
184 241 
241 187 
137 121 
116 127 
187 182 
232 244 
255 248 
444 431 
109 138 
145 109 
108 
105 
170 194 
115 102 
193 190 
131 122 
121 147 
14 22 
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26. INDEX NUMBERS OF QUANTUM, UNIT VALUE AND TERMS OF TRADE (Coni’d) 


19635— "100: 


1967 | 1968 


C. Terms of trade 
Percentage of unit value index of exports to unit value index of imports 


AUSTRALIAG . . 
CEYLON (Central Bank index) 
CHINA ‘Soke 
INDIA... 

MAPAN . . F 
KOREA, Republic of ; 
MALAYSIA: West Malaysia 
NEW ZEALAND 5 
PAKISTAN 
PHILIPPINES 
THAILAND .. 
VIET-NAM, Republic of 


a. Original base: Ceylon, 1958; China (Taiwan), 1961; India, 1958; Republic of Korea, b. Index based on unrevised value data. 
1965; Malaysia (West), 1959; Pakistan, 1960/61; PAilippines, 1955; Thailand, 1953; 
Republic of Viet-Nam, 1949; Japan, 1965; For Australia and New Zealand, see c. Imports excluding land trade, index in terms of U.S, dollars. 
United Nations, Supplement to the Monthly Bulletin of Statistics, 1967. 


27. INDEX NUMBERS OF WHOLESALE PRICES 


“84 


1963 = 100° 
feta Ea a rer 
1967 | 1968 - 
Pape [ea 2] el] 
AUSTRALIA f 
Base materials». . . .. . 113 113 111 116 114 112 113 115 115 115 114 114 114 
Pomesticgoods \ . .0s: %. & 115 116 113 119 117 113 115 sive vets Sars one aed Wate 
imported'igoods 1 9)... S&S 104 106 105 106 106 106 107 atch: ade Shs Rete 
Building materials¢ . Dk ae 113 116 114 116 116 118 120 122 123 123 123 
BURMA?t (1962/63=1 00) 
All agricultural produce . . . 134 
Cereals .. : 93 
Non-food agricultural produce 4 179 
CHINA (Taiwan): Taipei 
General index . . ... . 102 105 103 104 106 106 104 102 103 104 108 108 106 
ROOC mcm nt nse cSt Ee 102 106 103 105 108 109 106 102 104 105 112 112 109 
Apparel . . 94 93 94 93 93 92 91 90 90 90 90 90 90 
Metals and manufactures ‘thereof 97 97 96 96 99 98 97 98 100 102 108 107 105 
Building materials . . . . . 122 122 118 120 125 125 124 125 123 122 125 125 123 
Manufactured products’ . . . 114 114 112 113 115 115 114 114 114 114 114 ae SOE 
Industrial materidls . . . . 109 107 108 107 107 107 107 107 108 108 111 111 110 
INDIA 
General index . . ... . 160 158 155 155 162 161 157 163 170 170 
Food articles . . oe ee 179 177 175 176 183 174 164 173 184 183 
Industrial raw materials | . 166 157 151 147 158 171 173 183 191 186 
Manufactured articles . . . . 128 128 126 125 128 131 133 135 136 137 
Intermediate products . . . 156 145 146 142 145 148 150 157 161 162 
Finished products . .. . 123 125 122 122 125 128 129 131 131 132 
IRAN 
General index . . . .. . 107 107 108 108 106 107 |} 109 110 109 109 109 110 112 
Domestic goods? . ... . 108 109 110 110 107 109 112 112 109 109 110 110 114 
amported «qoods “ahs. 58h. bite 104 104 104 103 103 104 104 106 109 110 111 112 113 
Exported goods . . :.. . 104 105 105 105 105 104 105 105 105 106 107 107 107 
Formiuproducts: @)) 0.) Soru-isl-ane- 112 111 114 115 108 108 114 115 108 107 108 108 115 
Building materials . . .. . 112 113 112 113 113 114 114 123 130 130 131 133 133 
APAN 
; General index . «|. . | =; 105 106 107 106 106 107 107 108 109 110 110 110 111 
Foocstitie® &. sus 3 pn ye fe 109 114 112 113 114 117 117 119 120 121 121 121 122 
| Textiles . BE ET. 101 102 104 102 102 101 100 100 101 101° 101 101 103 
Metal products Peat otis cae 109 110 110 109 109 111 111 112 113 113 114 114 114 
Machinery; &: Je. de! “Sie Ge 100 100 100 100 100 99 100 99 100 100 100 100 100 
Building materials . . .. . 115 115 115 114 114 116 116 118 120 122 123 123 124 
Chemical goods*;)...). «as 98 96 97 96 95 95 94 95 94 94 94 94 95 
Producer goods’. =. s/s i ko & 106 106 107 105 105 105 106 107 108 109 110 110 111 
Consumer goods .... . 108 112 110 111 112 114 114 115 116 116 116 117 117 
KOREA, Republic of 
General sindex -fiasatou so be oe 172 185 182 185 186 190 194 197 199 200 201 202 204 
Food . ee 159 176 169 176 177 182 192 197 202 204 207 207 212 
Metal and metal products . cae 193 208 203 209 209 210 219 216 219 219 225 228 229 
Machinery and machine porte ; 186 204 201 204 203 207 210 209 208 208 208 208 209 
Building materials . . . i 182 198 194 200 200 200 201 206 207 207 211 214 215 
Fibre and fibre aa Ay Hea 208 220 218 218 220 224 224 226 225 225 225 226 226 
Imported goods . . ae Oleg 171 169 169 168 168 169 171 174 177 178 179 182 182 
Producer goods Salt meta hes 174 183 180 182 183 185 186 189 189 190 191 192 193 
Consumer goods .... . 170 187 183 186 187 192 199 202 204 206 207 208 210 
hers cea Ata See or ae 107 114 112 113 115 118 118 121 123 128A as ae 122A 
Domestic goods. . ... .- 107 113 111 lll 113 117 116 119 121 LOTAN Sosa aie 120A 
Imported goods. .... .- 108 121 118 120 122 124 125 126 127 127A sir 127A 
Building materials . ... . 112 119 116 119 120 122 122 124 124 124A IF ess ei 126A 


IR LT TT TTT OT Pe a TN a SR Hy ay ARN SSSA one a CTE Cm 
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27, 


PAKISTAN? (1962/63= ie 
General 
Food 
Raw materials ; 
Fuel, lighting and lubricants ‘ 
Manufactured products 
PHILIPPINES (Manila) 
General index 
Food 
Crade materials | 
Chemicals 
Manufactured goods 
Domestic products 
Exported products 
Imported products 
THAILAND (Bangkok) 
General index 
Agricultural produce® 
Foodstuffst 
Clothes 
Metal . : : 
Construction materials : 
VIET-NAM (Saigon-Cholon) 
General index 
Rice and paddy 
Raw materials : 
Semi-finished products . 
Manufactured products 
Local products 
Imported products 


INDEX NUMBERS OF WHOLESALE PRICES (Cont'd) 
= 100° 


aes 


1 9 6 9 : 
pm fw ft | mo | m | sep | oc | nov | dee | 


a. Original base: Australia, average of 3 years ended June 1939 except index of build- 
ing materials the base is July 1966/June 1967; Burma, October 1961/September 
1962; China (Taiwan), 1963-1965 except index of manufactured products and 
industrial materials for which the base is 1953; India, April 1952/March 1953; 
Iran, 21 March 1959/20 March 1960; Japan, 1965; Korea, Rep. of, 1965; New 
Zealand, 1958; Pakistan, July 1959/June 1960; Philippines, 1955; Thailand, April 
1938/March 1939; Viet-Nam, Rep. of, 1949. 


A Quarterly index for quarter ending in month shown. 


b. 
c. Non-residential building materials, not subdivision of gencral index. 

d. 

e. Agricultural produce including paddy, rice meal, copra, rubber, etc., foodstuffs 


Home consumption of foodstuffs and industrial raw materials. 


Home produced and consumer goods. 


including milled rice, pork, bananas, etc. 


28. INDEX NUMBERS OF PRICES RECEIVED AND PAID BY FARMERS 


19635—= 


AUSTRALIA" (average of 


100° 


1967 1968 


3 years ended June 1963=100) 


Prices received by farmers (R) 110 107 107 
Prices paid by farmers (P) 114 118 118 
Ratio (R) + @) Srmhrs 96 91 91 
CHINA (Taiwan) 
Prices received by farmers (R) 109 115 114 
Prices paid by farmers (P) 110 116 112 
Productive goods 106 110 109 
Domestic expenditure 109 115 110 
Financial and others 122 133 126 
Ratio (R) + (P) . 99 99 102 
INDIA (Assam) 
Prices received by farmers (R) 180 207 182 
Prices paid by farmers (P) 148 183 153 
Ratio (R) + (@) . 121 135 119 
JAPAN? (Apr 1963/Mar " 1964— -100) 
Prices received by farmers (R) 136 142 143 
Prices paid by farmers (P) 117 121 119 
Cultivation cost 118 118 117 
Domestic expenditure 118 123 120 
Ratio (R) + (P) . 116 117 120 
KOREA, Republic of 
Prices received by farmers (R) 189 186 173 
Prices paid by farmers (P) 186 223 208 
Farm supplies 193 247 228 
Domestic expenditure 182 209 199 
Wages and services 198 242 217 
Ratio (R) + (P) . 85 83 83 


121 
110 
120 
147 

98 


147 
126 
118 


116 
221 
264 
236 


330 
87 


a. Original base: Australia, average of 3 years ended June 1963; China (Taiwan), 
1961-1963; India (Assam), 1944; Japan, April 1965/March 1966; Korea, Rep. of, 
1965. 


b. Annual figures refer to averages of 4 quarters ending June of year stated; quarterly 
figures refer to the last month of each quarter. 


a a8) ce 


ophurn 


asks en bday Sebo Othe 


118 


131 : 


254 
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29. PRICE QUOTATIONS OF MAJOR EXPORT COMMODITIES 


Unit 1967 1968 


LAMB 
New Zealand . US$ per 100 lbs | 21.42 
‘BUTTER 
_ Australia Sh. Sterling per cwt 300.0 
New Zealand . US$ per 100 lbs 33.2 
WHEAT 
Australia A. cents per 60 lbs 149 
/RICE 
Burma £ per long ton 43.7 
Cambodia . Ri. per 100 kg 591 
China (Taiwan) NT$ per m. ton 6 906 
Thailand Baht per m. ton 2 398 
‘SUGAR 
— China (Taiwan) US$ per m. ton 66.3 
India... Rs. per maund 52.6 
Philippines . Peso per picul 34.9 
TEA 
Ceylon. . . Rs. per lb 2.468 
China (Taiwan) NT$ per kg 18.22 
Badia. ©.) ose Rs, per kg 6.398 
Indonesia US$ per 100 lbs 14.72 
PEPPER 
Cambodia . Ri. per 100 kg 3 096 
India Rs. per maund 185.9 
Indonesia US$ per 100 lbs 22.0 
Malaysia M$ per picul 88.6 
Singapore . S$ per picul 112.2 
‘HIDES 
Pakistan Rs. per 82 lbs 17.67 
SKINS 
India Rs. per 100 pcs 883.5 
Pakistan Rs. per 100 pcs 226.0 
-GROUNDNUTS 
India Rs. per maund 68.88 
COPRA 
Ceylon . Rs. per candy 293.1 
Malaysia M$ per picul 38.50 
Indonesia US$ per 100 lbs 6.66 
Philippines Peso per 100 kg 63.07 
RUBBER, NATURAL 
Ceylon . Rs. per lb 0.97 
Indonesia Rp.» per 100 kg 2946 
Singapore . S Cents per lb 54.08 
Thailand . Baht per kg 7.63 
United Kingdom Pence per lb 16.5 
TIMBER 
Burma K. per cu. ton 1346 
Malaysia M$ per ton 50 cu. ft 107.1 
Philippines US$ per 1,000 bd. ft 59.76 
Thailand Baht per cu. m. 5 784 
WOOL, RAW 
Australia . US$ per 100 lbs 51.0 
New Zealand? NZ cents per lb 22.9 
Pakistan Rs. per lb. 1.82 
COTTON, RAW 
' Burma K. per long ton 1983 
_ India Rs. per 784 lbs |1 147.5 
Pakistan Rs. per maund 77.8 
JUTE, RAW 
India Rs: per 400 lbs 347 
Pakistan Rs. per maund 42.58 
United Kingdom f per long ton 121 
HEMP, RAW 
Philippines Peso per picul 46.3 
_ PETROLEUM, CRUDE 
Indonesia US$ per 100 lbs 1.66 
Tran US$ per barrel 1.63 
Malaysia M$ per m. ton 48.3 
PETROLEUM PRODUCTS 
Indonesia US$ per 100 kg. 
— 


21.39 


300.0 
28.4 


142 


63.0 
568 
7317 
2001 


62.7 
59.4 
35.8 


2.60 
18.93 
6.09 
19,30 


2 982 
183.4 
24.9 
77.4 
109.1 


27.33 


524.6 
296.2 


54.28 


396.2 
35.04 

7,06 
76.20 


1.01 
9311 
53.12 

7.27 

18.6 


2766 
1 266.9 
87.1 


415 
42.74 
132 


46.8 


23.27 


300.0 
28.5 


142 


63.0 
600 
5 984 
2123 


717.9 
59.5 
35.0 


2.65 
19.15 
4.87 
20.26 


3117 
177.8 
25.1 
96.2 
126.8 


22.00 


449.9 
270.8 


52.08 


398.3 
40.30 

8.07 
89.80 


0.91 
6 164 
47.67 

6.79 

16.6 


1 448 

98.6 
59.88 
5 560 


50.9 
23.3 
1.46 


2111 
1 286.2 
89.8 


353 
39.13 
121 


42.6¢ 


1,64 
1,63 
48.08 


2.56 


[Styne is Wis 
i mI v || 1 Il m | Sep 
20.63 | 19.07 | 21.99|| 22.74] 22.65| 24.02 | 24.32 
300.0 | 300.0 | 300.0|| 300.0] 300.0; ... | ... 
28.7| 28.1 | 282|| 282| 286| 283 | 28.3 
142} 142] 143// 143] 140] 137 | 192 
63.0| 63.0 | 63.0|/ 580] 580] 580 | s8.0 
BOE tah SO% ie. SOLIS MED | & taal ps home) ins: 
7633 | 7314 | 7443|| 7494| 7442| 7442 | 7442 
2006 | 2028 | 1858|| 1967| 2196 | 2365 | 2386 
60.5| 55.9 | 565|| 887| 72.2] 866 | 81.8 
59.5| 595 | 593] 588| S90]; ... | ... 
35.3| 36.5 | 36.1|| 966| 937.1| 937.6 | 937.8 
2.52| 2.65 | 2.53|| 258] 2.24] 267 | 2.94 
17.89 | 19.50 | 18.71 || 18.23 | 17.24| 21.07 | 23.81 
7.72 | 660 | 5.17|| 467| 7.92] 6.52 | 6.09 
20.18 | 20.39 | 17.68|| 18.21] 1452] ... | ... 
2916 | 3008 | 3799|| 4625} ...| ... | ai. 
194.3 | 184.8 | 186.6|| 1856] 1952] ... | ... 
19.2| 238| 271|| 949| 272] i... |... 
773 | 728 | 79.2\| 768| 81.0} 907] ... 
103.1 | 101.1 | 105.3|| 106.3] 1245] 1499 | 201.7 
22.00 | 30.00 | 35.33 || 32.00 | 33.17| 34.58 | 34.00 
525.4 | 548.1 | 575.0|| 661.2] 7008) ... | ... 
266.7 | 320.8 | 326.4|| 343.8 | 341.7 375.0 | 350.0 
44.21 | 58.30 | 62.53 || 62.55 | 75.92 
406.8 | 407.6 | 381.9|| 407.1 | 387.1 | 927.9 | 327.6 
40.67 | 29.67 | 29.50|| 30.67 | 29.33 | 30.33 | 31.50 
g90 61) | 562] 526) 5.22) ... | os 
89.92 | 65.32 | 59.62|| 67.24 | 61.30 | 63.48 | 63.44 
0.93} 1.00] 1.15|| 1.22] 133] 147 | 1.51 
7971 | 10292 | 12817 ||13 825 | 15 201 | 16740 |16 134 
52.17 | 54.74 | 57.57|| 65.04 | 70.77| 77.05 | 75.30 
649} 695 | 7.98|| 896| 10.19] 10.79 | ... 
18.3] 19.3 | 204/|| 228] 246| 268 | 26.2 
1573 | 1171 | 1318]] 1213]... 
105.8 | 106.3 | 103.7|| 102.9 | 102.9 
60.79 | 60.79 | 60.07 || 60.34 | 61.51 
6013 | 6108 | 6045/| 5825 | 6023 
51.6] 50.9 | 538|| 523] Si2| 482 | 48.2 
22.9) 23.7 | 30.0||/ 29.0] 281] 26.1 | 26.3 
1.56 |. 1.57 | 154ih 047) 1:85) 272 | 1.71 
Son0.|,  —epiwebelieeree ast) me 
1228.6 |1 266.0 |1 286.9 | 253.2 |1946.0| ... | ... 
g9.5| 849 | 84.3|| 86.5] 104.2] 107.0 | 105.0 
gee | 428 | 494|| 507| 478]... |... 
40.83 | 42.35 | 48.67|| 48.00 | 43.85 | 38.34 | 38.00 
124] 192] 151]| 155| 156] 139 | 187 
49.4| 48.3 | 45.8|| 50.2| 564] 60.6 | 626 
198). A5e:| eel] aNey-e es eo oy Woe. 
163| 163 | 1.63|| 163] 163] 163 | 1.63 
48.02 | 46.78 | 46.52|| 45.32 | 44.63| 43.97 | ... 
2.37 3.03 


47.1 
1.58 
88.0 

38.00 

135 


63.9 


1.63 


132 
58.0 
7441 
2 398 
69.4 
37.6 


2.51 
20.81 
5.31 


225.5 
31.20 


330.0 


326.2 
76.88 
1.53 
12 920 
63.04 
22.1 


46.0 
1.71 
85.2 

39.00 

139 


64.3 


1.63 


132 
58.0 
6 206 
2.098 
76.9 
37.0 


2.48 
17.49 
5.25 


207.0 
23.50 


300.0 


88.36 


64.73 
22.5 


46.0 


86.7 
39.00 
140 


64.7 


1.63 
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29. PRICE QUOTATIONS OF MAJOR EXPORT COMMODITIES (Coni’d) i 


mimic eal (haa 
1967 1968 
re ed 


GROUNDNUT OIL 


India Rs. per quarter owe 
PALM OIL 

Indonesia . . US$ per 100 lbs Py 

Singapore S$ per picul 3g 
COCONUT OIL 

Ceylon . Rs. per long ton Bas 

Philippines Peso per kg 1.46 

Singapore S$ per picul 62.8 
RAYON YARN 

Japan' Yen per kg 414% 
COTTON PIECEGOODS 

India Rs, per metre sc } 

Japan Yen per yd $4 : 
JUTE MANUFACTURES i 

India (bag) Rs. per 100 bags an 

India (hessian). Rs. per 100 yds a 
TIN ; 

Indonesia USS per 100 lbs ag 

Singapore S$ per picul 699.2 © 

Thailand Baht per m. ton 42 787 || 43.082 | 44782 | 46 891 47 230 | 49 738 


WOOL, RAW: Australia — Average prices of greasy wool at auctions in Sydney. 


SPECIFICATIONS: 


LAMB: New Zealand — Unit value of exports, New Zealand — All qualities, average auction price of greasy wool, Pakistan — 7 
BUTTER: Australia — London Provision Exchange price for Australian choicest Unit value of exports. 
butter, New Zealand — Selling price on the London Provision Exchange for first COTTON, RAW: Burma — Unit value of exports. India — Wholesale prices, M.G. 
quality, Moglai Jarilla Fine 25/32". Pakistan — Monthly average wholesale prices of : 
WHEAT: Australia — Export price f.o.b, Wheat Board basic selling price, f.a.q., 289 F, Punjab R.G., Karachi, : : é : 
bulk, JUTE, RAW: India — Domestic prices at Calcutta, raw lightnings. Pakistan — 4 
RICE; Burma — Average of export contract price f.o.b., white rice, Ngasein, 42% Average wholesale price of jute raw, white (bottom) at Narayanganj. United 5 


Kingdom — Domestic/import price c.if, Dundee, Pakistan mill lightnings, < 
HEMP, RAW: PaAilippines — Abaca, manufactured domestic price at Manila. Prior 


Cambodia — Unit value of exports of rice and rice products, 


brokens, parboiled, 
Thailand — Whole- 


China, (Vaiwan) — Unit value of export of rice and paddy, 


sale price, Bangkok, white rice, 5% broken, 

SUGAR: China (Taiwan) — Monthly average price of all kinds of sugar, f.o.b. 
Taiwan ports, India — Wholesale prices, ‘D’ 29 (Ex-Factory). PAilippines — 
Wholesale prices of centrifugal sugar, Manila, 

TEA: Ceylon — Export price at Colombo auctions after deducting the ad-Valorem 
duty, high grown, China (Tatwan)—Unit value of export of black tea, India— 
Export price at Calcutta auctions, leaf, all types. Indonesia — Unit value of 
exports. 

PEPPER: Cambodia — Unit value exports of pepper. India — Wholesale prices, 
ungarbled (alleppey), Calcutta. Indonesia — Unit value of exports. Malaysia: 
Sarawak — Unit value of exports of black pepper. Singapore — Average whole- 
sale prices, black Lampong. 


HIDES: Pakistan — Average wholesale prices of wet salted, 80/20 specification 
(buffalo medium), Karachi 
SKINS: India — Wholesale prices of raw goat skin, average quality, Calcutta, 


Pakistan — Average wholesale prices of sheep skin, Papra (dewooled all primes), 
Karachi, 

GROUNDNUTS: /ndia—Wholesale prices of groundnuts, machine shelled Cuddalore, 

COPRA; Ceylon — F.o,b, prices for all grades, Malaysia; West — Wholesale prices, 
fair mixed sundried, Indonesta — Unit value of exports. PAilippines — Whole- 
sale prices, resecada, Manila, 

RUBBER, NATURAL: Ceylon — F.o.b. prices of rubber (excl. latex). Indonesia — 
Export prices f.o.b., R.S.S, 1, Djakarta, Singapore — Buyers midday prices, f.o.b. 
Singapore No, | RSS in bales. Annual prices are the average of daily prices. 
Thatland — Unit value of exports of rubber smoked sheet. Annual figures relate 
to whole kingdom, monthly and quarterly figures relate to Port of Bangkok only. 
United Kingdom — Domestic/import price c.i.f. London, No. 1 RSS, 

TIMBER: Burma — Unit value of teak exports, Malaysia: Sabah — Unit value of 
sawn logs and veneer logs, non-coniferous, PAilippines — Unit value of exports 
of logs and lumber, Thailand — Unit value of exports of teak board. 


to February 1968, abaca unmanufactured, 

PETROLEUM, CRUDE: Indonesia — Unit value of exports of crude petroleum, 
Iran — Export price, f.o.b, Gach-Saran, ex Kharg Is., 31.0-31.9° API gravity. 
Malaysia; Sarawak — Unit value of exports of crude petroleum, 

PETROLEUM PRODUCTS: Indonesia — Unit value of exports of motor spirit, 

GROUNDNUT OIL: India — Wholesale prices, naked, Bombay. 


PALM OIL: Indonesia — Unit value exports. ‘Singapore — Monthly average whole- 
sale produce prices f.o.b. Singapore. 


COCONUT OIL: Ceylon — F.o.b. prices for all grades. PAtlippines — Wholesale 
prices, Manila, Singapore — Crude in second hand drum, f.o.b., Singapore. 


RAYON YARN: Japan — Export prices f.o.b., viscose, 120 denier, hank, Ist grade. 


COTTON PIECEGOODS: India — Average wholesale prices of grey long cloth, 
Century Mills, §. No, 304, 132 ems X 110 m (L.M.) Bombay. Beginning March 
1969 revised price relates to grey long cloth 5225C 124 124 cms X 36 m (L.M.) of 
Elphintone Spg. Mills which is substituted on the basis ot Rs. 1.14=161.1 (index). 
Japan — Export prices f.o.b. heavy shirting, $/2003, grey 38”. 


JUTE MANUFACTURES; jens {ow — Export prices of bags, B, Twills 1021 gr — 
111.8 X 67.3 cm — 6” — f.a.s., Calcutta. India’ (hessian) — Domestic/export 
prices of hessian cloth, 10%, oz., 41", Calcutta. Beginning 1968 Hessian cloth 
(Burlap) 283 gr.’X 101.6 ems., fas, ‘Calcutta. 


TIN: Indonesia — Unit value of exports of tin concentrates. 
ex-works, Thailand — Wholesale price of tin ore, Bangkok. 


Singapore — Prices 


a, Average of less than 12 months. 
b, New Rupiah, 

c. Average of January-February. 
d. March only. 
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30. WAGES 
For index numbers, 1963 = 100* 


1967 1968 


Eg rol 1B? 88 


| Dead 6 [2s 
Po | mo] vi Tt | mo] sep | oc | nov | Dec 


AUSTRALIA 
Index of wages» 
Adult males (minimum weekly) 120 . 
BURMA | 
Earnings® (kyats) 
Agricultural workers male. . 254 
Manufacturing, male... . 161 
CEYLON 
Index of wages 
Tea and rubber estate workers 106 122 
Government workers (Colombo)* 106 137 
CHINA (Taiwan) 
Earningst (NT dollar) 
UOTE Cot 6 6 a mma Se 2174 
Manufacturing 1497 
FIJI 
Index of wages* 
Albiindustiies (i. a." + 114 
Manufacturing at hele bere GEE 111 
Daily money wage rate of 
agricultural workers 
(Pijedollars) Gein Tie «1 2 1.62 
HONG KONG} 
Index of wages 
Textiles Be A, Fae ee 143 | 
Manufacturing en hvac, LS 145 | 
Utility and dockyard .. . 148 ; 
INDIA 
Wages or earnings (rupees) 
Cotton mills! (Bombay, monthly) | 207.6 229.1 
Coal mines! (Jahria, weekly) . 35.6 ae 
JAPAN ; 
Index of earnings* 
Minti i ete Ai Ere ts. 152 416 
Manufacturing Pe ee OH 152 478 
Daily money wages of agricultural 
labour, male (yen) . . . . 1005 1402 
KOREA, Republic of 
Wages™ (thousand wons) 
ieee ee) ee 11.7 
Manufacturing ee a 6.7 
MALAYSIA: West Malaysia ; 
Earnings (Malaysian dollar) 
Rubber tappers (monthly)» . 97 
NEW ZEALAND 
Index of wages? 
Adult males (All industries) . 118 
PHILIPPINES 
Index of wages4 (Manila and suburbs) 
7S HVT: Ye bye RS aN ee Carma ls 115 
Te wled ob deena bee oe) td oe 121 
SINGAPORE* (Singapore cents) 
Earnings 
Mining and quarrying. . . 119 
Transport (include sea transport) 108 
VIET-NAM, Republic of 
Earningst (Saigon-Cholon, piastre) 
Skilled malesincn-5 jensmeerk 347.6- 
Unskilled males . . .. . 234.3 
a. Original base for index numbers: Australia, 1954; Ceylon, 1939; Piji, 1965; Hong j. Average weekly ¢arnings (basic wages plus dearness allowance and other payments) 


Kong, 1958; Japan, 1965; New Zealand, 1965; Philippines, 1955, of underground miners and loaders in coal mines. 


. Annual figures relate to December. eS. 

. Monthly earnings of workers remunerated wholly in cash. For manufacturing in- 

clude salaried employees. 

. Daily rates of minimum wages (basic wages plus special allowance). 

Monthly wage rates for unskilled male workers in government employment. 

. Monthly average of wages. 

. Relate solely to manual workers in regular wage earning employment at June of 
each year, 

. Daily wages excluding fringe benefits at March of each year. 

. Monthly minimum wages plus dearness allowance. 


er Renoacs 


anew QD 


. Average monthly cash earnings per regular worker. : 
. Total monthly average earnings of production workers based on the payroll report: 


collected from representative sample establishments throughout the country engaged 
in mining and manufacturing. 


. Average monthly earnings at July. 

. Nominal weekly wage rates. As at the end of the period for quarterly figures. 
. Daily average wage rates of all classes of workers. 

. Average hourly earnings as at July of each year. 

. Daily average earnings at December, quarterly figures as at the end of period. 


272 
PRICES AND WAGES 


31. CONSUMER PRICE INDEX NUMBERS 
100* 


1963 = 


169 46> 58 
ral ae) 


A. All Items 


AUSTRALIA® 119 120 120A 121A 
CAMBODIA: room Peak 120 119 118 116 
CEYLON: Colombo 119 120 121 124 
CHINA (Taiwan) 116 120 121 120 
FIJI> : 103 104 104 106 
HONG KONGS . . 116 121 120 119 
INDIA® (interim index) . 158 163 163 160 
INDONESIA: Djakarta 59 279 | 60 873 | 61 326 64 656 
IRAN 113 110 109 114 
JAPAN : 133 136 137 138 
KOREA: Seoul . 218 221 225 236 
LAOS: Vientiane 298 299 298 298 
MALAYSIA: West Malayaic 

(all races) rear 104 104 105 105 
NEPAL:® Kathmandu . 130 ore ache is 
NEW ZEALAND 127 128 128A 129A 
PAKISTAN: Karachi 129 131 132 134 

Narayanganj 123 129 132 130 

PHILIPPINES: Manila 124 129 130 134 
SINGAPORE - 108 108 108 110 
THAILAND: Bangkok- Thonburi : 115 116 118 116 
VIET-NAM: Saigon 404 442 461 500 
WESTERN SAMOA: Apia 
AUSTRALIAT . . > Ws 117 [na 120 119 120 122A 
CAMBODIA: Phnom- Penh ie ty 93 101 97 99 108 
CEYLON: Colombo. . « « «» 109 118 115 116 129 
CHINAS(Taiwen)) 2. 7. = 4 G 114 125 116 125 131 
FUDD e ed, ages sehen s 112 118 Eby 116 107 
HONG?KONGGS 7) ogre bs, ee 120 124 123 123 132 
INDIA (interim index) . . . . 164 170 171 167 164 
INDONESIA: Djakarta 26 294 | 62 876 |/62 886 | 59 881 70 123 
IRAN SR oe Gre cries, pcr bag. SO Le 110 110 113 113 114 
JAPAN TS. pce. ee. ar 123 131 132 129 142 
KOREA "Seouligs, 65 uc) bs) sates) 171 190 184 186 235 
LAOS: Vientiane . . ens 247 262 252 263 263 
MALAYSIA: West Malaysia 

(all{races) s . fe one 106 105 109 106 104 
NEPAL: Kathmandu. . 9. . . 126 128 Pre ae eats 
NEW ZEALAND). 5.) G2 6) 119 122 120 122 128 
PAKISTAN: Karachi wore Lek 132 131 130 132 141 

Narayanganj .. . 120 123 117 120 132 
PHILIPPINES: Manila . .. . 136 133 132 129 147 
SINGAPORE... . are 109 109 112 108 110 
THAILAND: ‘Bangkok- Thonburi we 120 124 122 124 129 
VIET-NAMY ‘Saigon >. fs. 4 4 « 364 47g 477 466 670 
WESTERN SAMOA: Apia .. . 102 104 101 103 
GENERAL NOTE: Figures generally refer to working class expenditures except for a. Original base: Australia, 1966/1967; Cambodia, 1949; Ceylon, 1952; China 


the following countries: China (Taiwan), city consumers; Fiji, Indian and Fijian (Taiwan), 1962-1964; Fiji, February 1960; Hong Kong, September 1963/August 


workmen; Hong Kong, clerical and technical workers; Iran, salaried employees, 
artisans and trademen; Japan, consumers’ households in all Japan excluding 
farmers’ and fishermen's households and one-person households; Republic of Korea, 
salaried workers and wage earners; Leos, middle class; Pakistan, industrial workers; 
Singapore, low income clerks and labourers; Thailand, all families except those 
with very low or very high income; Western Samoa, total employees at European 
standard 


A\ Quarterly index for quarter ending in month shown. 


moana 


1964; India, 1944; Indonesia, March 1957/February 1958; Iran, 21 March 1959/ 
20 March.1960; Japan, 1965; Korea, Rep. of 1965; Laos, 1948; Malaysia, West, 1959; 
New Zealand, 1965; Pakistan, 1961; Philippines, 1955; Singapore, April/May 1960; 
Thailand, 1962; Viet-Nam, 1963; Western Samoa, first quarter 1951. 


. Beginning 1969, base 1968 = 100. 

. Base: September 1963/August 1964 = 100. 
. Excluding house rent. 

. Base: 1964 = 100. 

. Average of less than 12 months. 


1967 1968 | 


32. CURRENCY AND BANKING 


End of period 


II 


III 


AFGHANISTAN (million afghanis, Annual data: as of March 21 of following year, months ending the 21st) 


Money supply 
Currency: outside ‘banks 
Deposit money 
Foreign assets (net) 
Bank of Afghanistan 
Commercial banks 
Exchange rate 
Official rate 
Free rate 


5 529 
4 804 
725 
1 366 
1 264 
102 


45.00 
79.02 


AUSTRALIA (million Australian dollars) 


Money supply . 
Currency: outside “bonks 
Deposit money 
Foreign assets (net) 
Government bond yield: short H bap 
long 
Exchange rate (selling) 


BURMA (million kyats) 

Money supply 
Currency: outside ‘banks 
Deposit money 

Foreign assets (net)a 
Union Bank of Burma 
Commercial banks 

Exchange rate 


CAMBODIA (million riels) 
Money supply 
Currency in circulation . 
Demand deposits in commercial 
banks 
Foreign assets 
Banque Nationale du Cambodge 
Commercial banks 
Exchange rate (official) 


CEYLON (million rupees) 

Money supply . 
Currency: outside banks 
Deposit money 

Foreign assets (net)> . 
Central Bank of Ceylon (net) . 
Commercial banks 

Yield of long term gov't bonds* A 

Exchange rate (selling) 


CHINA (Taiwan) (billion new Taiwan dollars) 


Money supply . 
Currency: outside “banks 
Deposit money 

Foreign assets (net) 

Wy) Central Bank of China 
Other banks 
' Exchange rate (selling) 


HONG KONG (million HK dollars) 

Money supply : 

Currency notes: in 1 circulation : 
Deposit money 


INDIA (billion rupees) 
Money supply 
Currency: outside banks 
Deposit money 
Foreign assets (net) . 
Yield of long term gov't bonds@ A 
Exchange rate (selling) 


4495 
992 
3 503 
1 284 
4.55 
5.25 
8953 


2310 
1719 
591 
866 
734 
168 
4.800 


5 437 


1775 
4111 
3444 
666 
35 


1790 
980 
810 
—209 
-277 
120 
4.35 

5.940 


22.10 

8.36 
13.74 
15.67 
12.57 

3.10 
40.10 


4834 
2176 
2.658 


5 931 
5 238 
693 
1455 
1 288 
167 


45.00 
75.07 


4752 
1 069 
3 683 
1 366 

4.81 

5.21 
9033 


2351 
1742 
609 
820 
720 
136 
4.810 


5531 


1765 
3 543 
2 986 
557 
35 


1 896 
1 066 
830 
—-338 
423 
157 
5.10 
5.940 


24.47 
9.41 
15.06 
13.73 
13.40 
34 
40.10 


5 128 
1984 
3 144 


53.89 
33.72 
20.17 
1.23 
5.08 
7.628 


5 529 
4 804 
725 
1 366 
1 264 
102 


45.00 
79.02 


4507 
942 
3 565 
1 248 
4.83 
5.25 
8977 


2522 
1,908 
614 
864 
735 
165 
4.800 


5 730 


1 697 
3 756 
3 235 
521 
35 


1814 
1 000 
814 
—267 
—330 
120 
4.30 
5.940 


22.17 

8.34 
13.83 
15.35 
12.76 

2.59 
40.10 


4723 
1959 
2763 


55.48 
33.76 
21.72 
1.09 
5.31 
7.564 


5575 
4953 
622 
1291 
117) 
120 


45.00 
76.55 


4414 
964 
3 450 
1341 
4.85 
5.25 
-9042 


2 388 
1 787 
601 
‘931 
729 
238 
4.810 


5 542 
4987 
555 
1081 
943 
138 


45.00 
72.54 


4421 
997 
3 424 
1277 
4.83 
5.25 
9017 


2 372 
1 768 
604 
894 
747 
183 
4.810 


5 825 


1 898 
3725 
3 132 
593 
35 


1 832 
1044 
788 
—268 
-371 
166 
5.37 
5.940 


23.56 

8.67 
14.89 
15.34 
12.81 

2.54 
40.10 


4973 
1919 
3 054 


52.53 
33.54 
18.99 
1.39 
4,99 
7.587 


5 792 
§ 111 
681 
1078 
913 
165 


45.00 
73.67 


4752 
1069 
3 683 
1 366 
4,73 
5.10 
9033 


2351 
1742 
609 
820 
720 
136 
4.810 


5 931 
5 238 
693 
1455 
1 288 
167 


45.00 
75.07 


4885 
1 040 
3 845 
1 473 

4.98 

5.41 
9003 


2689 
2084 
605 
733 
682 
87 
4,802 


6 386 
5 741 
645 
1 337 
1 108 
229 


45.00 
75.60 


4751 
1065 
3 686 
1532 
5.10 
5.57 
9010 


133 
4.810 


6 234 
5 765 
469 
1175 
946 
229 


45.00 
72.84 


4756 
1 106 
3 650 
1 350 
5.33 
5.98 
9041 


2 480 
1 895 
585 
686 
655 
67 
4.810 


1 468 


620 
55.54 


1 868 
1 047 
821 
-521 
616 
154 
5.29 
5.970 


25.15 

9.92 
15.23 
16.96 
18.28 
-1.33 
40.10 


5 500 
2045 
3 455 


57.86 
35.86 
22.00 
3.62 
5.00 
7.610 


6 234 
5 765 
469 
1175 
946 
229 


45.00 
72,84 


4756 
1 106 
3 650 
1 350 

5.45 

5.99 
8992 


2 480 
1 895 
585 
686 
655 
67 
4.810 


1 468 


620 
55.54 


1 868 
1047 
821 
-521 
-616 
154 
5.28 
5.970 


25.15 

9.92 
15.23 
16.96 
18.28 
-1.33 
40.10 


5 500 
2045 
3 455 


57.86 
35.86 
22.00 
3.62 
5.00 
7.610 


| Se re 4 
wet | a [mY] sep | oct | 


6 334 
5 792 
542 
1176 
934 
242 


45.00 
73.05 


4865 
1112 
3753 
1 332 
5.49 

5.98 
8992 


639 
4.810 


1565 


661 
55.54 


1875 
1 060 
815 
-531 
—624 
156 
5.33 
5.970 


25.26 

9.92 
15.34 
17.49 
18.51 
—1.02 
40.10 


5 766 
2 063 
3 704 


58.50 
36.19 
22.31 
3.75 
5.00 
7.570 
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FINANCE 
Dec 
6 462 6 549 
5 798 5 884 
664 665 
1 337 1180 
1119 959 
218 222 
45.09 | 45.00 
73.89 75.82 
4990 5 206 
1131 1194 
3 859 4012 
1 321 1 330 
5.52 5.70 
5.99 6.00 
.8992 .8969 
4.798 | 4.792 
1785 
622 | 600 
$5.54 55.54 
1885 1 868 
1072 1084 
813 784 
-559 -626 
—654 -701 
156 138 
5.49 5.50 
5.970 | 5.970 
25:00: 28.62 
10.39 11.02 
15.16 17.60 
17.24 17.52 
18.60 18.70 
-1.35 | -1.19 
40.10 | 40.10 
5 761 5 830 
2063 | 2116 
3 698 3714 
59.61 60.30 
36.86 37.60 
22.75 22.70 
4.07 4.30 
5.00 5.00 
7.570 | 7.559 
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FINANCE 


32. CURRENCY AND BANKING (Cont'd) 


End of period 


} 


4 


7 
4 


Cl ac 
l ; 
oo [at ee re ae a ee ser [bee 


181.31 
114.97 


INDONESIA (billion new rupiahs) 


Money supply <a $1.47 | 113.89 
Currency: net active . 34.10 | 74.68 
Deposit money 17.37 | 39.21 

Exchange rate 
Principal export rate 176 277 
Principal import rate 235 326 
Free (curb) rate 290 440 


IRAN (billion rials, Annual data: as of December 20; 


Money supply . . 71.33 | 81.61 
Currency: outside banks 27.41] 930.61 
Deposit money 43.92 | 51.00 

Foreign assets (net) 21.90} 19.84 
Central Bank . 23.12 | 21.07 
Commercial banks -1.23 | -1.23 

Exchange rate 78.78 | 75.75 

JAPAN (billion yen) 

Money supply . 13 369 | 15 155 
Currency: outside ‘banks 3114] 3595 
Deposit money 10 255 | 11 560 

Foreign assets (net)® 356 759 
Central Bank . 731 | 1046 
Commercial banks ( net) : -370 | -284 

Yield of long term oe bonds A 6.91 7.03 

Exchange rate 361.9 | 357.7 

KOREA, Republic of (billion won) 

Money supply . . 121.18 | 153.56 
Currency: outside banks 57.62 | 81.94 
Deposit money 63.56 | 71.62 

Foreign assets, Bank of Korea 
(net) 65.96 | 101.65 

Exchange rate (official) 274 281 

MALAYSIA (million Malaysian dollars) 

Money supply . 1514] 1687 
Currency: outside “banks 772 805 
Deposit money 742 882 

Foreign assets (net) 1454] 1517 
Central Bank . 1399} 1579 
Commercial banks sé} - 59 

Exchange rate 3.07 3.08 


NEPAL (million rupees, annual data as of mid-January 


Money supply 562.1] 632.3 
Currency: outside “banks 381.7 | 440.2 
Deposit money 180.4} 192.1 

Foreign assets 532.4] 725.3 
Central Bank . $05.2 | 662.4 
Commercial banks 27.2 63.0 

Exchange rate 10.125 | 10.125 

NEW ZEALAND (million New Zealand dollars) 

Money supply . 784.3) 781.2 
Currency: outside “banks 153.2} 154.5 
Deposit money 631.1} 626.7 

Foreign assets (net) 36.1 55.8 
Reserve Bank -62.3 10.2 
Trading banks ; 26.2 45.5 
Government bond yield . A 5.51 5.53 

Exchange rate (selling) 0.8956 | 0.9402 


62.83 | 85.88 | 94.82} 113.89 |/ 129.43 
41.17 | 56.92 | 62.17} 74.68]| 81.07 
21.66 | 28.96 | 32.66 | 939.21]| 48.37 
200 226 241 277 277 
267 302 321 326 326 
305 360 455 440 395 


Monthly data ending the 20th) 


77.04 | 76.08 | 77.01] 81.61]| 87.80 
30.77 | 28.21 | 28.27] 30.61 ]] 34.04 
46.27 | 47.87 | 48.74] 51.00]| 53.76 
23.81 | 22.46 | 18.01) 19.84]) 18.54 
26.30 | 22.85 | 19.30] 21.07]] 19.77 
—2.48 | — .39 | -1.30] -1.23}] -1.23 
78.785 | 78.75 | 75.75 | 75.75 || 75.75 
12946 | 13442 [13 256] 15155 || 14817 
3289 | 2964 | 2780} 3595]} 3190 
$657 |10478 |10476 | 11560 || 11626 
266 347 544 7389 856 
715 720 856; 1046]] 1158 
—444 | -368 | -308| -284]} -299 
7.01 7.03 7.04 7.05 7.06 
362.0] 361.5 | 358.8] 357.7]| 357.9 
133.27 | 138.86 |143.60 | 153.56 || 159.68 
59.51 | 61.58 | 68.34} 81.94]/ 67.50 
73.76 | 77.28 | 75.26} 71.62]) 92.18 
74.09 | 88.17 | 91.18} 101.65 || 97.29 
274 274 279 281 283 
1453 | 1431 | 1518) 1687)) 1712 
733 713 763 805 843 
720 718 755 882 869 
1344 | 1363 | 1392} 1517]/ 1632 
1325 | 1416 | 1394] 1579]| 1672 
19} -S3] - 1 -— 59} - 39 
3.07 3.09 3.03 3.08 3.07 


of following year, monthly data as of 


634.9 | 617.8 | 609.0] 632.3]| 723.5 
451.9 | 419.1 | 422.3] 440.2) 509.5 
183.0 | 198.7 | 186.7] 192.1]; 214.0 
$98.4 | 637.6 | 680.8) 725.3}) 777.1 
$64.1 | 601.6 | 615.1} 662.4]| 708.9 
34.2 36.0 65.7 63.0 68.2 
10.125 | 10.125 [10.125 | 10.125 }) 10.125 
709.2 | 729.2 | 712.9} 781.2]} 698.0 
131.7 | 131.0 | 136.9] 154.5]/ 142.6 
$77.5 | 598.2 | $76.0} 626.7]) 555.4 
76.7 | 118.2 82.4 $5.8 |} 127.5 
19.3 $8.3 36.8 10.2 43.3 
57.4 60.0 45.7 45.5 84.3 
5.53 5.54 5.51 5.53 5.55 
0.8986 |0.9047 0.9242 | 0.9042 |j 0.9007 


146.63 
88.58 
58.04 


277 
326 
382 


85.38 
31.54 
53.84 
21,47 
22.50 
—1.03 
75.75 


15 633 
3 459 
12174 
1083 
1126 
— 36 
7.08 
359.0 


165.80 
76.30 
89.50 


107.90 
285 


1746 
859 
887 

1 868 

1883 

-14 

3.08 


middle 


710.4 
470.2 
240.2 
885.6 
785.0 
100.6 
10.125 


762.1 
141.8 
620.3 
173.6 
83.8 
83.8 
5.55 
0.9018 


170.73 | 170.73 
101.86 | 101.86 
68.86 | 68.86 
277 277 
326 326 
384 385 
83.73 | 83.73 
32.09 | 32.09 
51.64] 51.64 
21.12) 21.12 
23.77 | 23.77 
—2.65 | -2.65 
78.78 | 75.75 
15 865 | 15 865 
3347 | 3347 
12518} 12518 
1324] 1324 
1187] 1187 
141 141 
7.10 7.12 
357.6 | 357.7 
192.50 | 192.50 
95.40} 95.40 
97.10} 97.10 
289 289 
1819; 1819 
$27 927 
892 892 
2118] 2118 
2104] 2104 
15 15 
3.08 3.08 


173.82 
104.15 
69.67 


277 
326 
384 


83.59 
32.00 
$1.59 
22.03 
24.24 
—2.21 
78.75 


15 991 
3 454 
12 537 
1393 
1190 
208 
7.12 
357.7 


200.96 
99.38 
101.58 


291 


of following month) 


733.8 | 733.8 
485.4} 485.4 
248.4] 248.4 
$48.8} 948.8 
843.5} 843.5 
105.3 | 105.3 
10.125 | 10.125 
748.9 | 748.9 
146.7 | 146.7 
602.2 | 602.2 
167.7 | 167.7 
102.0} 102.0 
65.7 65.7 
5.55 5.54 
0.9050 | 0.8050 


732.3 
488.4 
243.9 
949.4 
846.7 
102.8 
10.125 


113.6 
5.54 
0.8997 


177.87 
109.02 
68.84 


277 
326 
385 


82.95 
31.86 
$1.09 
21.54 
23.41 
—1.87 
78.75 


17 098 
3614 
13 484 
1 482 
1 278 
210 
7.13 
357.8 


216.36 


109.96 | 


106.40 
304 


1844 
951 
893 

2156 

2131 

25 
3.08 


747.8 
487.3 
260.5 
$23.0 
826.4 
102.6 
10.125 


122.0 
5.53 
0.8997 


66.33 


277 
326 


385 


304 


1911 


$70 


941 
2149 


2083 © 


66 
3.09 


762.4 
510.7 
251.7 
$73.4 


876.7 — 


96.7 
10.125 


89.4 
5.53 
0.8979 
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FINANCE 
32. CURRENCY AND BANKING (Cont'd) 


End of period 


rk Be yg 16>) :e | Pose Te As 
a co 
PAKISTAN (million rupees) 

Money supply . eee 11684} 11756 |/10 797 |10 860 | 10 857 | 11 756 }|12 212 | 12 258 
Currency: outside “banks wg 5 930 6505 || 6053 5885 | 5940 | 6505 /} 6795| 6783 
Deposit’money "..1 ft) . SCs §754| 5251 4743 | 4976 | 4917 5 251 5417 | 5475 cate AG an apts ana 

Foreign assets (net)/f . . . . 884 1 420 1027 1035 1257 1 422 1659 1680 1625 1625 1 600 1660 1 687 
State Bank 5 nn Se 1 086 1518 1190 1 248 1 284 1518 1776 1824 1 887 1 887 1879 1910 1913 
Commercial banks : - 15 211 26 — 37 89 213 191 172 142 142 126 155 178 

Yield of long-term gov't bonds& A 4.47 4.73 4.47 4.47 4.82 5.17 5.19 5.20 5.22 5.23 5.23 5.23 5.24 

Exchange rate (selling) . . . 4.774| 4.809 || 4.788 | 4.810} 4.809 4.809 4.802 | 4.808} 4.809 4.809 | 4.798 | 4.797 | 4.791 

PHILIPPINES (million pesos) 

Money supply .. . a: 3 345 3 462 || 3250 3 166 3 102 3 462 || 3376 | 3525 | 3780 3780 | 3912 | 3916 | 4279 
Currency: outside banks Oma 1756 vay 1711 1697 1680 1777 1679 1691 1791 1791 1931 1947 | 2119 
Deposit) money 2. 2) 5 ss 1589 1685 1539 1 469 1 422 1685 1697 1834 1989 1 989 1981 1969 | 2160 

Foreign assets met) ears -175 -—399 —364 443 -416 -399 —450 -674 —883 -883 —883 —906 —896 
CentralsBonk toc es a lr —489 —657 —609 —583 —628 -657 —809 —960 |-1060 |-1060 |-1073 |-1086 |-1069 
Other banks . . er 314 258 244 140 212 258 360 286 177 L77. 190 181 174 

Exchange rate (selling) ir Paatas 3.93 3.93 3.93 3.93 3.93 3.93 3.93 3.93 3.93 3.93 3.94 3.94 3.94 

THAILAND (billion baht) 

Money supply .. . 5 17.87 19.48 18.52 17.76 18.40 19.48 19.72 18.89 19.32 19.32 19.54 19.85 | 20.30 
Currency: outside barks, ele OS 10.69 10.47 9.77 9.94 10.69 11.06 10.21 10.40 10.40 10.52 10.69 11.01 
Deposit money .... . 7.96 8.79 8.04 7.99 8.47 8.79 8.66 8.68 8.92 8.92 9.02 9.16 9.29 

Foreign assets (net) . . . . 19.06 19.51 19.69 S77 19.58 19.51 19.90 19.42 18.98 18.98 18.55 18.70 18.60 
Bank of Thailand 2 bie Oe 20.99| 21.24] 21.99 21.86 21.65 21.24 || 21.67| 21.30} 20.78 20.78 | 20.18) 20.32 | 20.49 
Commercial banks . .. . -1.94] -1.73|| -2.29 | -2.10| -2.07 -1.73 }| -1.78| -1.88 |} ~1.80 -1.80 | -1.63] -1.62 | -1.89 

Government bond yield Se ray 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 

Exchange rate (selling) . . . 20.80} 20.85 || 20.80 | 20.80 20.85 20.85 || 20.85 | 21.00 | 21.00 21.00 | 21.00 | 21.00 | 21.00 

VIET-NAM, Republic of (billion piastres) 

Moneyisupply j.6os .. © a. ; 85.00 | 126.20 || 102.88 | 116.08 | 125.65 | 126.20 ||132.78 | 134.57 | 137.38 | 137.38 | 138.70 | 140.87 |142.96 
Currency: outside banks . . 62.17] 93.27 || 78.87 | 88.85 | 94.31 93.27 || 98.81 98.34 | 101.93 | 101.93 | 104.03 | 107.10 |108.11 
Depositmonéy 9297. os & 22.83 | 32.93 || 24.01 27.23 31.34 32.93 || 33.97 | 36.23 | 35.45 35.45 | 34.68 | 33.77 | 34.85 

Foreign assets (net). . . . 21.04} 23.97 || 22.76 | 24.60 28.36 23.97 || 20.97 17.50 18.49 18.49 | 20.00 19.76 17.07 

Exchange rate 
Raa ets } 118.0| 118.0|} 118.0 | 118.0] 118.0 | 118.0]] 118.0! 118.0] 118.0 | 118.0 | 118.0] 118.0 | 118.0 

WESTERN SAMOA (thousand Western Samoa dollars) 

Money supply 
Currency in circulation. . . 288.8} 345.0|| 248.5 | 284.8] 296.3 | 345.0 
Deposit money . . . . . {1688.4} 1939.5 |/1 675.4 |1 838.9 | 1997.1 |1 939.5 

Foreign assets 
Bank of Western Samoa . . {1 187.4|1 407.9 |/1 213.4 |1 419.9 | 1629.6 |1 407.9 

BXCOANCG TOG CGS; . he ue 3 0.70 0.70 0.70 0.70 0.70 0.70 

/ GENERAL NOTE; Exchange rates are shown in unit of national currency per US d. Running yield of 3% consols 1986 to earliest redemption date. 
dollar. The Indonesian new rupiah equivalent to 1,000 old rupiah, was introduced 

i on 14 December 1965. The Australian and New Zealand ‘‘dollar’’ equal to one e. Monetary Authorities and Deposit Money Banks foreign assets minus their liabilities. 
half of former Australian and New Zealand pound, was established 14 February I 
1966 and 10 July 1967 respectively. f. Deduct foreign liabilities of State Bank. 


A\ Monthly averages or calendar months, Per cent per annum, 

a. Union Bank and other banks foreign assets minus Use of Fund Credit. 
b, Deduct foreign liabilities of Deposit Money Banks. h. National Bank and Commercial banks foreign assets minus their foreign liabilities 
c. Yield to maturity of the 444 per cent loan of 1985-1989, and use of Fund Credit. It revalued in June 1966 at 118 piastres per US dollar. 


g. Yield to maturity of 444 per cent bond maturing in 1980. 
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FINANCE 33. BALANCE OF PAYMENTS 


[1 | 0 | 1968 


fen ; First half 
967 1968 
F a 1968 1969 


AUSTRALIA (million’ Australian dollars) 


Goods and Services 
Transfers : 
Exports—Imports fob . 
Nonmonetary Gold 
Transportation & Mer- 

chandise Insurance . 
Travel a Cee 
Investment Income . 
Central Gov't, nie. 
Other Services and 

Transfers . 

Capital n.i.e.: 

Private 
Central Government 

Monetary Authorities and 
Banks, 7k. . <6" 
Monetary Gold . 

IMF Accounts : 
Other Assets (net) . 


Goods and Services 
Trade Balance cif . 
Investment Income . 
Central Gov't, n.i.e. 
Other 

Transfers: Private . ce 

Central Gov't . 

Capital n.i.e.: 

Private 
Central Government 
Comm. Banks: Assets . 
Liabilities . 

Monetary Authorities 

Union Bank Monetary 
Gold : 

IMF Accounts 4 
Union Bank Foreign 
Exchange (Net) 
Government Assets 
Net Errors and Omissions 


Goods and Services . 
Trade Balance cif . 
Investment Income . 
Other 

Transfers: Private . : 

Central Gov't . 

Capital n.i.e.: 

Private 
Central Government 
Comm. Banks: Assets . 
Liabilities . 

Monetary Authorities 
IMF Accounts . 
Other Central Bank 

Assets 5 
Other Central Bank 
Liailities 
Government Payments. 
Agreements F 
Net Errors and Omissions 


Goods and Services . 
Trade Balance cif . 
Central Gov't, n.i.e. 
Other oe pe 

Transfers: Private . ay & 

Ceniral Gov't . 

Capital n.i.e.: 

Private 
Central Government 
Comm. Banks: Assets . 
Liabilities . 

Monetary Authorities 
Central Bank Assets 
Central Bank Liabilities 
Other Assets and 

Liabilities . 

Net Errors and Omissions 


INDIA (million US dollars) 


Goods and Services . . 1147 
Trade Balance fob/cif . 1069 
Investment Income. . —254 
Central Gov't, nie. . 150 
Other ae er 26 

Transfers: Private . Se 178 

Central Gov't . 127 

Capital n.i.e.: 

Private . . me 14 
Central Government 6 837 


Comm. Banks: Assets. . | — 57 
Liabilities . | — 11 
Monetary Authorities 
Monetary Gold . 
IMF Accounts 
Other Assets. 
Other Liabilities 
Net Errors and Omissions 


Goods and Services . 
Exports and Imports fob 
Transportation 
Investment Income . 
Other 

Private Capital 

Official transfer and 
capital 

Monetary Ruthorities. 
IMF Position 5 
Short Term Liabilities . 
Short Term Assets . 
Monetary Gold . 

Net Errors and Omissions 


Goods and Services . 


Trade Balance cif: 
Oil Sector 
Trade Balance cif: 
Other . F 
Investment Income . 
Other 
Transfers: Private ; 3 
Central Gov't . 
Capital n.i.e.: 
Private ; 
Central Govemmenl 
Comm. Banks: Assets . 
Liabilities . 
Monetary Authorities 
Monetary Gold . 
IMF Accounts 
Other Assets 
Net Errors and Gunlssions 


Goods and Services . 
Trade Balance fob . 
Transportation 
Central Gov't, n.i.e. 
Other Services . 

Transfers: Private . 

Central Gov't . 

Capital n.i.e. 3 

Comm. Banks: Assets . 

Liabilities . 
Monetary Authorities 
Monetary Gold . 
IMF Accounts 
Foreign Exchange . 
Other (net) 
Net Errors and Omissions 


att 
FINANCE 


First half 
1966 1967 1968 
1968 1969 


PHILIPPINES (million US dollars) 


33. BALANCE OF PAYMENTS (Contd) 
First half 


Goods and Services 
Trade Balance fob . 
Central Gov't, n.i.e. 
Other 

Transfers: Private . - 

ie Central Gov't . 

Capital n.i.e.: 

Private 

Central Government 

‘Comm. Banks: Assets . 

Liabilities . 

Monetary Authorities 

IMF Accounts , 

Bank of Korea Assets . 

_ Committed Assets 

_ Other Liabilities 

Net Errors and Omissions 


pele Shaan : Net Errors and Omissions | — 
Freight & Merchandise SINGAPORE (million Singapore dollars) 
Insurance . a, ne Bi 
Investment Income . Goods and Services . 48 | —188 |} —458 
Central Gov't, nice. Trade Balance fob . —657 | —909 |—1170 
_ Other Freight and Insurance | —223 | —248 | —299 
“Transfers: Private. . . Transportation 274 348 | - 409 
4 Central Gov't . Travel 72 108 128 
Capital n.i.e.: Other 582 514 474 
:. Private : Transfers payments — 45 |— 39| — 41 
Central Government Non-monetary Capital 
Comm. Banks: Assets. . Private 94 104 122 
Liabilities . Official ll 2 — 43 9 172 
Monetary Authorities Monetary Movements —187 | —359 | —644 
Monetary Gold . Net IMF Accounts . — 23 -- -- 
: IMF Accounts hee Central monetary 
Central Gov't Assets . institution assets — $3 ;— 29} — 6 
State Gov'ts Assets Commercial Bank’s 
Currency Board foreign assets — 84 |— 55 115 
_ Other Central Bank Central gov't assets — 77 | —275 | —753 
f Assets ; Net Errors and Omissions 133 473 849 
_ Other Central Bank 
! Liabilities . ” THAILAND (million US dollars) 
Net Errors and Omissions 
i —_—_— —|Goods and Services 
NEW ZEALAND (million US dollars) Export—Imports (cif) 
: Nonmonetary Gold 


Goods and Services . 
Trade Balance fob . 
_ ‘Transportation & Mer- 
chandise Insurance . 
Travel ees 
Investment Income . 
Other 
Transfers: Private . ; 
i Central Gov't . 
‘Capital n.i.e.: 
Private ; 
Central Government 
Comm. Banks: Assets . 
Liabilities . 
Monetary Authorities 


Monetary Gold . 
IMF Accounts 

| Foreign Assets . 
Liabilities 

ghleot Errors and Omissions 


Goods and Services . 
_ Trade Balance fob . 
Central Gov't, n.i.e. 

Other 
‘Transfers: Private . bay 

Central Gov't . 

“Capital n.ie.: 

Private 

Central Government 
. Banks: Assets . 


Liabilities . 
Monetary Authorities 
Monetary Gold . 
IMF Accounts : 
Other Assets (Net) . 
et Errors and Omissions 


Goods and Services . 
Exports—Imports fob 
Nonmonetary Gold 
Investment Income . 
Central Gov't, n.i.e. 
Other 

Transfers: Private . : 

Central Gov’ Fk 

Capital n.i.e.: 

Private 
Central Government 
Comm. Banks: Assets . 
Liabilities . 

Monetary Authorities 
IMF Accounts ; 
Other Central Bank 

Assets 
Other Central Bank 
Liabilities . ; 
Committed Assets . 


Central Gov't, n.i.e. 
Other 
Transfers: Private . : 
Central Gov't . 
Capital n.i.e.: 
Private 
Central Government 
Comm. Banks: Assets . 
Liabilities . 
Monetary Authorities 
IMF Accounts 
Other Assets 
Other Liabilities 
Net Errors and Omissions | 


Goods and Services . 
Trade Balance cif . 
Investment Income . 
Central Gov't, n.i.e. 
Other ’ 

Transfers: Private . 

Central Gov't . 

Capital n.i.e.: 

Private .; . 
Central Government 

Comm. Banks: Assets . 

Liabilities . 

Monetary Authorities 

Monetary Gold . 
IMF Accounts 
Other National Bank 
Net Assets 
Net Errors and Omissions 
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34. GOVERNMENT REVENUE AND EXPENDITURE 


Type of Total Total | 
account expenditure Balance i 


IRAN (million pee ; 
—6 284 1965/66 PR 95 200 99 900 — 4700 | 


Total Total 
revenue | expenditure 


Type of 


1 ) 
account Balance 


AFGHANISTAN (million ajghanis) 


1965/66 . A 4146 10 430 
1966/67 . A 4 285 8 785 —4 500 1966/67. . . PR 97 300 108 800 —11 500. 
1967/68 . A 4247 7954 —3 707 1967/68. . . PR 110 200 140 300 —30 100 | 
1968/69 . E 4567 8 782 —4215 1968/69. . . PR 136 200 179 200 —43 000 | 
1969/70 E 5 085 9 967 —4 882 1969/70 E 160 600 204 800 —44 200 | 
AUSTRALIA (million Australian dollars) JAPAN (billion ‘yen) ; 
Commonwealth Government 1965/66. . A 4 465 4 465 pet 
1965/66 x ace aaa 1SG6/C 7mm 5 044 5 259 =/918 
eR ET a ae ees TOB7/GG Gk (Ri 6 041 6 148 = 107 
a BORE: 1968/69. . . RE 7 128 7 368 — 240 
1967/68, cl A 5 277 5 490 1954/70 oe 
1968/69: 9 OR 5910 5721 eae 8313 8 285 + 28 
S KOREA, Ren of wf billion won) 
tate and local governments 1965 A 78.23 106.11 —27.88 
1965/66s00c1 5 A 1472 3415 —1943 a : : : 
1966°..°; Sage | OR 121.85 166.37 —44.52 
1966/6y). - eee 1626 3 690 —2064 a fm 177.57 914.40 96.83 
1967/68. . . A 1771 4019 | —2248 ce ee lied 263.52 | 31651 | —52.99 
1966/09 0g = bid clk — 4.49% 1969. DE 325.49 372.13 —46.64 
BRUNEI (million Malaysian dollars) LAOS (million kip) i 
HOGS eC A 120.8 116.6 ate 1965/66 DE 3 649 14 451 —10 802 
1966)". Se Rot WA 122.4 150.8 Ss 1966/67... DE 5 929 15 283 — 9354 § 
1967 a oo BEDE 142.2 154.1 ea 1967/68. . . DE 7 220 15 933 — 87198 
1968 tee eer DE 191.7 185.6 1968/69. . . DE 7 234 15 808 — 8574. 
BURMA (million yas ) 1969/70 DE 8544 17 344 — 8800 
1965/66 . A 1825 1410 4+ 415 MALAYSIA (million Me dollars) 
neaGy 6 8. ff A 1435 1 482 a7 1965 A 1533 2090 — 557 
1967/6855 on tel A 1453 1 432 AMTEST CL Se Dearie 1605 2210 — 605 
1968/69. . . RE 1361 1579 — 218 USL Siren ee tee 3% 1760 2392 — 632 
1969/70 DE 1537 1692 = 155 ee TN! Oe Re yet ier = an 
CAMBODIA (million riels) NEPAL (million rupees) 
T9657 oe Me 4130 5 989 —1859 1965/66 . . . RE 244.1 441.5 —197.4 
966. . . . &E 4931 6 891 —1960 1966/67. |... RE 256.7 447.8 =T9t 
1967 . +9. . &§ 5 440 6 488 —1048 1967/68"... |. “oe RE 326.0 462.0 —136.0 
1968... E 5 876 7 000 —1124 1968/69. . . RE 400.2 593.7 —193.5 
CEYLON (million ees) 1969/70 a DE 442.3 841.0 —398.7 
1965/66. ., A 1574 2140 = 5566 NEW ZEALAND (million New Zealand dollars) 
IS66/676.5 eae A 1 687 2294 BOY, 1969766) estos A 1040.4 1174.5 —134.1 
1967/68e5u 2) © DE 1776 2576 — g00 VSGG/6 7. 3 as A 1108.9 1 284.9 —176.0 
1968/69 . . . DE 2037 2927 S678) vee ik E 1155.5 1316.7 —161.2 
CHINA (Taiwan) (million new Taiwan dollars) TEGGABO RS 1 ea 5 VEL7 Pa67,0 195.3 
PAKISTAN (million rupees) 
1965/66. . . A 13 286 15010 Contes Cicvemment 
1966/67. . . A 13 465 15 157 1OGS/66 ay manne 3 668 6417 —2 749 
1967/68 . . . A 17 362 20 034 1966/67) = ne eR 4492 6 910 —2 418 
1968/69. . . A 19 468 20 773 1967/68. |.” “ORE 4946 7752 —2 806 
1969/70 . . . DE 21 030 24 271 1968/60 ee SDE 5 698 8 823 =$§'125 
1970/71 DE 25 037 27 838 rte 
HONG KONG (million Hong Kong dollars) 1965/66 . . . A 2850 3 867 —1017 
1965/6Gaceca he ae A 1571 1750 1966/67 er 2 874 5 224 —2 350 
1S6G/ GUE) oer 1745 1764 1967/68. . .. RE 3 339 5 790 —2 451 
IGS | 5 a 8 1826 1744 1968/69 DE 3719 7217 —3 498 
1968/69. . . RE 1969 1890 
PHILIPPINES Am million pesos) 
1969/70. . . DE 2063 2064 1965/66. A 2 063 2357 ea 77 
INDIA (million rupees) 1966/6710 0.) 0A 2 625 2762 eae sey: 
Conta Covcncn 1967/6800 ene 2. 886 3 200 Some 
1968/69. . . RE 3 336 3 667 — 931 
1965/66 . A 28 536 40 897 1969/70 DE 3797 3 583 + 214 
1966/6705 oe oe A 30 559 47 767 Bet 
1:967//6o ane 31614 46 216 SINGAPORE f million Singapore dollars) 
1968/69. . . RE 35 243 48 515 1965... A 507.5 534.5 — 27.0 
1969/70. . . DE 37 976 50118 HOT. Sees A 562.9 678.2 —115.3 
1967ack ahaa. 1A 630.2 683.4 = 53.2 
States — 196Sare ys... |. 26% £4DE 618.0 864.5 —246.5 
1965/66 . A 18 503 27 213 1969/70 . . . DE 929.2 1 273.4 —344.2 
1966/67 . A 21 352 29 468 THAILAND (million babe) 
1967/68 . A 23 247 30 729 1965/66... 12513 13 558 —1045 
Seoddee aS aS 6554) | $4207 1966/67... A 14592 | 16880 | —2288 
1969/70... |x DE 27,214 36 006 1967/68 5°" :9 OB 16 258 19 682 —3 424 
INDONESIA (million new rupiah) 1968/69... A 18 173 23 324 —5151 
19g Oe Liulbeee. DR 923.4 2526.3 1969/70. . . RE 19 214 26 454 —7 240 
1965 tare esa, PR 13 140 28 610 VIET-NAM, Hepyhic of (million piastres) 
TOG7ee Ask PR 58 100 87 500 LOGS ice 16284A | 51270RE |—34 986 
1968 . .. PR 149 746 175 305 196 Gitte tee tev TA 39740 | - 64010 —24 270 
Jan-Mar 1969 . PR 45 924 57 049 Sia TF ea tk 47570 87 460 —39 890 
1969/70. . . DE 228 000 310 918 196s... Paes eR 52 140 108 990 —56 850 
1970/70. eee DE 320583 | 413525 1969 . RE 77 170 151000 |—73830 
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35. MAJOR COMPONENTS OF TAX REVENUE FINANCE 


. Trans- | Licences 
Tax on Customs duties = ‘ 
Type of Total Tax income | Customs duties action stamp Other 
account | revenue revenue and T Import Export and oor duties, ee tax 
Rr erith otal Guitfos duties sumption | gistration | revenue 
taxes fees, etc. 
AFGHANISTAN (million afghanis) 
1969/6609 2—' rer A 45 
1966/67)... <7) A a 
1967/60 99 7 OR 1 
HGS; 6SAe ..f aps E 112 
RIGS 70)@a) «4, 4 13 124 
AUSTRALIA (million Australian dollars) 
Commonwealth Government 
1965/66; , . . A 4 498 — 1122 — 205 
TSBG/87 Gees te A 4 762 — 1 187 — 217 
HIGI7 OS Yee ct. A 5 277 — 1272 — 235 
HOOSVGS Meek ke A 5 910 = 1397 oo 258 
State and local governments 
1965/66 . A 1 472 871 267 70 — — — a 110 424 
1966/67 . A 1626 972 295 73 — -— a mien 127 472 
1967/68 . A L774 1081 327 76 — — — ant 159 521 
1968/69 . A 1972 1217 anys sae — — — Mit sj 
BRUNEI (million Malaysian dollars) 
LOGS aeee fe 120.8 42.2 36.0 — 3.9 5.4 0.1 — 0.5 0.1 
TASTY (eae | Sean ee A 122.4 38.4 31.2 _ 6.6 6.5 0.1 —_— 0.6 — 
LOGT Wee eels, pce DE 142.2 50.1 42.8 - 6.7 6.6 0.1 -— 0.6 a 
EIGSa ee 26 DE 191.7 106.7 91.5 = 7.2 7.2 —_— — 0.8 — 
BURMA (million kyats) 
965/66 Ell. 21" A 1 825 1 637 1027 35: 226 Herd ap 303 32 14 
1966/67 . A 1435 1278 743 32 _ 209 rita awe 264 14 16 
1967/68 . A 1453 1252 554 39 206 Aire aire 406 27 20 
1968/69 . RE 1361 1177 565 40 210 Sa cote 325 18 19 
WIGS/ TOS Se DE 1537 1351 652 40 225 eee Bk 392 21 21 
CAMBODIA (million riels) 
196SRee =: a E 4130 3 295 503 12 932 831 101 1393 180 275 
1966 . ls 4931 3 895 ~ae lave Brie Riel es omer san Aide 
1967 . E 5 440 4355 
1968 . E 5 876 4537 
CEYLON (million rupees) 
NSGo/BG Hal. 2 |S A 1574 1 437 345 sl 697 477 220 212 31 151 
1966/67 -co lo A 1687 1541 374 1 727 544 183 271 25 143 
TOG7/G8 sss B DE 1776 Ly PX: 381 — 778 514 264 318 23 227 
EOBS/S9) 5 i. wes DE 2037 1885 340 _- 651 409 242 351 22 521 
HONG KONG (million Hong Kong dollars) 
1965/66 . £ A 1571 1065 615 —_— 2.3 233 — 58 124 35 
N9G6/67' > 2 Sars Ol: A 1745 1 225 713 _- 288 288 a 61 127 36 
1967/68 . . . . A 1 826 1314 788 _ 293 293 — 61 139 33 
ESG68/69" tS Sie, RE 1969 1 380 838 _ 306 306 —_— 63 138 35 
1969/70) s)he DE 2 063 1 440 896 — 317 317 — 65 128 34 
INDIA (million rupees) 
Central Government 
1965/66 . A 28 536 17 847 4678 3 5 390 § 369 21 7 662 54 60 
1966/67 . A 30 559 19 340 5 144 2 5 854 4625 1 229 8 213 59 68 
A967 /BBas es catia A 31614 19 367 4732 1 5 133 3 829 1304 9 366 63 72 
1I6B/69 fee. RE 35 243 19 988 4797 3 4 450: 3 416 1034 10575 66 97 
STR, i s Se B DE 37 976 22 004 5 178 2 4 352 3 550 802 12 301 68 103 
States 
1965/66 Gee. |. tee A 18 503 11178 1 446 1119 — — — 6 748 1383 482 
ISE6/67 29 2 a, A 21 352 13 057 1 568 896 _ _— _ 8573 1505 $15 
A969 /G8o% = 3. hs A 23 247 14 728 1977 958 —_ _ — 9 398 1736 659 
N968/69 2. 2. RE 25 656 16 309 2095 1018 —_— —_— _— 10 702 1 820 674 
HOBO Os 5. 4. DE 27 214 16 978 2021 1 036 — —— — 11 251 1927 743 
INDONESIA (million new rupiah) 
S965. AIS CR ES PR 92374 873.1 306.4 — 57; 51.7 — 260.7 ant 254.3 
DOGGWRR ok Ut oo Bs PR 13 140 10 210 2 260 — 1 330 1 330 — 3940 Rev 2 680 
BOOT AP es oo, Bes PR 58 100 56 700 14 700 — 27 500 16 900 10 600 12 700 1 800 — 
1968. Aee. ak PR 149 746 144 997 51 034 _— $1 223 37 300 13 923 31773 3 224 7 743 
Jan-Mar 1969. . PR 45 924 45 636 19 830 =. 11 293 9 340 1953 12 247 — 2 266 
2969/70 =: « }% DE 228 000 225 500 91 200 = 67 000 60 000 7 000 50 200 3 000 14 100 
1970/72 She |. DE 320 583 317 930 117 120 _ 85 000 78 000 7 000 77 960 4 250 33 600 
IRAN (million rials) ; 
AS60766. 6s, sb PR 95 200 85 000 8 100 — 14 400 14 400 — 62 500 
TSGG/B7) sees Sl: PR 97 300 83 600 7900 ree 16 400 16 400 — ane sina 59 300 
1967/68..,72. -. }.® PR 110 200 94 100 9 200 ers 18 400 18 400 — Pee aor 66 500 
1966/69 Seen «. &; PR 136 200 119 500 12 900 aes 24 800 24 800 — ae aan 81 800 
HOGS 70 nee Ste E 160 600 141 000 14 500 Sey 29 100 29 100 —_— 97 400 
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FINANCE 
35. MAJOR COMPONENTS OF TAX REVENUE (Cont'd) 


ei Trans- Licences 
Customs duties . 


action stamp 
Saal oe ee ais Import Export and com: | dutles. re: 
cain’ uk sumption | gistration 
Se taxes fees, etc. 
JAPAN (illon ren 
1965/66 : A 4465 4195 910 83 
UAT SCY A 5 044 4729 1011 95 
YOGZFGRR. Af 4) A 6 041 5 657 1161 126 
1968/69 . . . . RE 7128 6713 1423 147 
VSCOKIG. cree Uke DE 8313 7 848 1635 178 
KOREA, oo of (billion won) 
1965 ce A 78.23 $8.23 — 17.52 6.45 
TGGeerN ola & A 121.85 95.15 a= 26.37 10.67 
EIGHa eee 9 wh ae ox A 177.57 139.25 — 37.59 16.79 
POGS Rs ey sel ch RE 263.52 203.26 —- 53.25 23.42 
a : DE 325.49 264.95 — 77.23 28.81 
LAOS (million kip) 
1965/66 : DE 3 649 3 380 720 43 
W6G/E7 . 1 kk DE $ 929 5 690 986 62 
ISG77G8 ca) nk DE 7 220 6 874 1 338 72 
1968/69... « DE 7 234 6 854 1235 119 
TOGSE TO Ne ky ca DE 8544 7 628 ———— 1260 
MALAYSIA (million bo sian dollars) 
1965 ‘ A 1533 1219 241 114 133 
1966 tien ee A 1605 13558 223 183 159 
ISGWGee Po ee 5 A 1760 1 498 195 172 170 
TS6Biwor, kan RE 1 809 1551 200 172 175 
ISGSt et py DE 1901 1659 201 181 102 
NEPAL (million pores 
1965/66 RE 244.1 162.2 15.0 61.9 2.8 
IS6GYSF A a Se RE 256.7 229.7 mer 20.0 —_— 
WG7ANG> so as RE 326.0 283.8 215 
EOGR/ES so. Fs cd, RE 400.2 355.7 29.8 
IS6S 470i eR DE 442.3 389.4 31.2 
NEW ZEALAND (million New Zealand dollars) 
UES/GSi. 2 iw « & A 1040.4 917.4 — 76.6 21.3 
ULV ACY ge ue we A 1 108.9 987.3 — 78.9 21.6 
VIE7ZGRsRs we. Pk E 1185.5 1012.4 — 75.4 19.7 
IGGG/ES Re. Lt E L PRT 1 024.9 — 80.0 20.1 
PAKISTAN (million rupees) 
Central Government 
IS6S/6H). =. . A 3 668 2 506 1168 _ 
UQGEFE Feel A 4492 3 222 1633 —_ 
IGETAOREA Smal RE 4946 3554 1977 — 
TOGSSER Te cc) DE 5 698 4138 2 368 — 
States 
TIGS/GG 5 9! A 2 850 1773 696 205 45 
IS66/62? Be I A 2874 1891 783 235 58 
YGF/6B. «lk RE 3339 1929 696 242 66 
NSGEYESRES © us DE 3719 2091 755 272 76 
PHILIPPINES (million oi 
1965/66 2063 1774 —_ 369 483 48 
TSOGTOT TE x vente.) : 2625 2 202 —_ 423 629 80 
E9G7/68° 2° * FR A 2 886 2 490 —_ 392 790 93 
FQGS LOSS ee cates RE 3 336 2835 — 444 826 107 
AGGS/7OU ARES Ay x DE 3.797 3 272 $07 938 148 
SINGAPORE (million mangopere dollars) 
LO6SS., A-a -« A $07.5 394.2 — 43.3 2.5 12.6 
P9605. Somes ad A $62.9 437.9 —- 42.1 193 14 
UT ye a ae A 630.2 465.0 — 73.5 2.5 2.0 
TS6R en a NP DE 618.0 465.3 — 85.8 2.7 0.8 
PIGS 720 oy ees DE 929.2 705.3 — 131.5 3.6 1.7 
THAILAND ete bees 
1965/66 A 12513 11078 396 4538 229 1324 
1966/67 . A 14 $92 12 948 327 § 252 274 1193 
1967/68 . A 16 258 14 495 256 5 759 359 1393 
LEGR/ES ie. ok A 18 173 16 277 440 6 478 352 1515 
VORGAytie 5g RE 19 214 17 430 430 7141 300 1275 
VIET-NAM, sees of a apis piastres) 
1968S . 16 284 13 648 5472} 1 059 164 
1966 . 4 39 740 35 125 8 496 2131 11191 
UY do SenD ae A 47 $70 41170 10 833 | 2 854 9 227 
UST es 2 A $2 140 47510 12 050 3 210 9 340 
CORSE hrc aoe og RE 77 170 72 000 19 500 5 000 15000 . 


36. MAJOR COMPONENTS OF GOVERNMENT EXPENDITURE 


CURRENT EXPENDITURE 


local gov'ts 


AFGHANISTAN ie million wi a 


1965/66 A 10 430 
USS 6/67@..: ME Pe ae A 8 785 
IOS 7/68.) < Ses) Be eee A 7954 

1968/69 . . E 8 782 

i 1969/70 E 9 967 

AUSTRALIA ( million A p heir dollars) 
Commonwealth Government 
1965/66 . A 4 384 725 130 
1966/67 . A 4 898 845 142 
1967/68 . A 5 490 983 154 
1968/69 . A 5'721 1012 179 
State and local governments 
1965/66 . A 3415 — 86 
1966/67 . A 3 690 — 97 
1967/68 . A 4019 —— 106 
1968/69 A 4429 — iste 
BRUNEI (million Malaysian dollars) 

1965 . ‘ A 116.6 29.3 10.1 17.4 — 35.0 
1966 . pearls A 150.8 32.3 13.3 20.9 — 36.5 
LOC Tints rovers ab ehsneles DE 154.1 27.9 14.6 22.9 — 39.3 

a 19G8Acee.) wt & DE 185.6 27.5 18.6 30.0 — 45.1 

_ BURMA (:illion yas) 

4 1965/66 A 1410 508 107 271 10 319 209 
1966/67... A 1 482 486 113 297 10 328 251 
1967/68 . A 1 432 486 114 323 bs) 340 166 

| 1968/69 . RE 1579 510 118 345 12 395 201 

} 1969/70 DE 1692 549 130 368 10 408 228 

CAMBODIA ( million rls) 

| 1965 . E 5 989 1500 238 1 487 pis 1 707 278 

1966 . E 6 891 1484 296 1714 Ante 2 236 200 

. 1967 . E 6 488 1608 mvs 1 806 arene 2 374 700 
1968 . is 7 000 1671 Aes ate Bee webs 880 

CEYLON (million rupees) 
LIGS/BSaN) Se ‘ A 2 140 64 417 548 46 465 555 

1966 67s aac Roe PR A 2 294 67 379 567 42 507 657 
LOC TZOS ewes tale hoo ack DE 2576 76 469 645 52 578 758 
¥S68/69) 95) &: DE 2 927 82 549 681 65 622 901 

HONG KONG ( sha! Hong Kong dollars) 
1965/66 ‘ A 1750 65 124 464 — 255 801 
1966/67 . A 1764 67 132 927. —_— 296 713 
1967/68 . A 1744 89 145 568 —_— 349 543 
1968/69 . RE 1890 87 166 668 —_— 444 492 
1969/70 DE 2 064 94 188 732 _ 460 555 

INDIA (million WA oes) 

Central Government 
1965/66 . A 40 897 8 848 —— 2348 2975 5 419 8713 
1966/67 . A 47 767 9 086 2755 3575 8 357 9 877 
1967/68 . A 46 216 9 684 2 825 4257 8 397 7614 
1968/69 . RE 48515 10514 3 272 4 302 8 036 7 567 
| 1969/70 . DE 50 118 11 100 : 3 726 4593 8 374 10 396 
States 
i 1965/66 . A 27 213 — 4 461 5 216 _ 7 892 5 393 

1966/67 . A 29 468 —_ 4 650 5 907 _ 9811 5 789 
1967/68 « “eas A 30 729 —_— 3 767 5 502 _— 12 683 5 649 
TOG B 69 son Mee NA ri dee RE 34 207 — 4040 6 410 — 14 896 6 318 
WOBSL7OF bake od DE 36 006 — 4 409 ib 7a) —_ 16 187 6 144 

INDONESIA (million new ens 
TS6GOrE eG fee ene ee PR 2 526.3 1009.1 193.8 108.6 —_— 354.6 860.2 
TIGG ere eee. Pi eke PR 28610 2574 ae Bo ate aie 2 130 

‘ KSC dat a laa, tena erik A aa PR 87 500 2172 ets neo ere er 17 500 
TORR Se RE ae PR 175 305 ae 25 540 aie 35 537 
Jan-Mar 1969... PR 57 049 7957 Me. 12 719 
1969/70 ee Se DE 310 918 41 412 ; 123 374 
1970/71 hs. Be DE 413 525 53 219 161 424 

IRAN (million + rials) 
1965/66 ay PR 99 300 22 200 328 ary — 45 672 —— 
NOBGy GT een et. re PR 108 800 24 400 6 431 21 854 -— 18 415 
SCZ ZGRY Oe eee ror PR 140 300 33 300 7 379 24 439 a 21782 
NOCS/ES Re er ne. PR 179 200 41 900 8 373 26 283 — 28 744 
BOOT OG MURY . Rg ite «fel E 204 800 49 100 73 800 ———_—_————_——_- 


Type of Total Contribu- 
account |expenditure eonomic aaetal tions to Other Investment 
Defence services services Provincial current 
and expenditure 


—— 24.8 
47.8 
49.4 
64.4 
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Loans and 
advances 
(net) 


—14 


31 700 ——— 
37 700 
53 400 
73 900 
81900 


Type of Total 
account | expenditure 
JAPAN (dillion yen) 
1968/66 . A 4465 
1966/87. A § 259 
1967/68. A 6 148 
1968/69, RE 7 368 
EOGS#VO ose Wh Aas DE 8 285 
KOREA, Republic of (billion won) 
1965S . A 106.11 
‘S66 A 166.37 
1967. A 214.40 
1968 . RE 316.51 
1969 is DE $72.13 
LAOS (million kip) 
1968/66 . DE 14451 
1966/67 |. DE 15 283 
1967/68. DE 18 933 
1968/69, DE 15 808 
ISES/FG <i. i 5 Be DE 17 344 
MALAYSIA (million Malaysian dollars) 
WES . A 2090 
1966. A 2210 
‘QS? . A 2 392 
1968 . RE 2434 
1969. ae DE 2611 
NEPAL (million rupees) 
1968/66, RE 441.5 
1966/67 RE 447.8 
‘967/88. RE 462.0 
1w6s/eg RE $93.7 
YOGS7 FG ee Oa DE 841.0 
NEW ZEALAND (million New Zealand dollars) 
RSESIEE.. MEO a 4 CGR A 11745 
\6E/E7 . . coee A 1284.9 
ae ee Or. aes E 1316.7 
1968/69, ae E 1 367.0 
PAKISTAN (million rupees) 
Central Government 
WASVEG OR ss eB A 6 417 
ROOGUGFT. PR Gk a A 6910 
AS LS ee ee RE 7752 
OER IOS: Soa 5s (5, ae DE $823 
States 
eeGSvOG.; *h . 4 et A 3 867 
BOusee x HG. co A S$ 224 
ON) eee Fone RE $5 730 
WGOUES «tes CUCVDE 7217 
PHILIPPINES (milion peses) 
WSS/EE , A 2 357 
QGS/E? . A 2 762 
\QS7/6S . A 3 200 
\s/eg . RE 3 867 
1969/70 . bok: Ges DE 3 583 
SINGAPORE (milfien Singapere dollars) 
96S, ee A $34.8 
oe. y AR A 678.2 
1967. ‘ A 883.4 
wee... DE 884.5 
1969/70 , K, mie: es DE 1273.4 
THAILAND (million daha) 
WSES/SE . A 13 $58 
1986/67. A 16 880 
WSeT/ES , A 19 682 
AVSS/ER DE 23 $24 
sEg/7d . ae DE 26 454 
VIET.NAN, Republic of (million piastres) 
WHSec dc ON SE: RE $1 270 
1966. A 64 010 
SEF . A $7 460 
1SSS . A 108 9S0 
1969. . RE 151 000 


Defence 


CURRENT EXPENDITURE 


Contribu- 
tions to 
Economic Social a ieey 
: provincial 
services services atl 
local gov'ts 
173 1073 1 232 
275 1273 1371 
337 1 465 1563 
$42 1 680 1 800 
414 1753 2105 
3.72 19.99 3.02 
5.59 28.33 8.66 
6.54 $6.23 35.29 
10.45 49.51 27.63 
13.50 64.34 36.85 
173 894 ah 
185 1905 alk 
313 1773 Sie 
284 1 860 ae 
8 875 
69 426 128 
67 474 149 
83 534 161 
95 $37 162 
87 561 129 
14.9 14.2 <a 
131.6 — 
140.2 
180.6 
198.4 
74.3 424.0 119.8 
78.2 451.4 131.0 
56.4 608.5 130.8 
$5.0 637.6 138.1 
36 45 
43 39 
56 183 
62 40 
668 $25 — 
744 560 a 
959 589 — 
1356 663 -- 
386 838 213 
449 916 286 
$42 985 333 
331 1135 444 
558 1126 494 
28.1 217.0 — 
22.3 235.5 — 
29.8 246.0 _ 
$1.1 273.3 — 
46.7 349.8 — 
1278 2861 301 
1585 3427 360 
1610 3 642 319 
1940 4412 320 
2085 4542 330 
6771 $111 
1924 4754 
1947 6574 


2315 


9532 


177.1 
250.1 
110.5 
129.1 


1 285 
1315 
1 836 
1966 


1 $07 
1 467 
1620 
1759 


448 
468 
534 
512 
500 


90.3 
181.7 
180.3 
176.1 
259.3 


3184 
4097 
4831 
6 026 
6 083 


3304 
12 643 
17 489 
16 493 


MAJOR COMPONENTS OF GOVERNMENT EXPENDITURE (Cont'd) 


Investment 


635 
638 
628 
806 
7390 


323 
310 


Loans and ° 
advances 
(net) 


70.3 
81.3 
4 —— 


8 


1094 
2039 
2210 
2910 


712 
1830 
1912 
2 223 
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GENERAL NOTES: 
(for tables 34 to 36) 


A = Accounts, E = Estimates, DE = Draft estimates, RE = Revised 
estimates, PR = Provisional results. 

Figures generally relate to central government transactions only unless 
otherwise stated, 

In general, only the net results of public enterprises and fiscal mono- 
polies are included; positive balances are shown under revenue and 
negative balances under expenditure. Currency and mint transactions are 
excluded. Interest charges to public enterprises and entities are included 
ip avenue and not deducted from interest payments on the expenditure 
side. 


REVENUE 


Total revenue: excluding proceeds from loans, other forms of borrow- 
ing, grants and aid, transfers from reserve funds, and counterpart funds. 

Transaction and consumption taxes: excise duties, turnover taxes, sales 
taxes and entertainment duties. 


EXPENDITURE 

Total expenditure; including current expenditure, capital outlays and 
loans and advances (net) granted by the government but excludes debt 
redemption, contributions to sinking funds and transfers to reserve funds. 

Defence: including defence capital outlay. Expenditure on military 
pensions is included in “other current expenditure”. 

Economic services: including current expenditure on agriculture, 
forests, industrial development, scientific and technical research, irriga- 
tion, public works, ports, lighthouses, commerce, planning, and price 
subsidies etc, 

Social services: including current expenditure on education, health, 
social welfare, relief, etc. 

Contributions to provincial and local governments: including contribu- 
tions towards meeting current expenditures. 

Investment: covers capital outlays of public works department, includ- 
ing maintenance, and of government enterprises and other departments 
and grants to provinces and local authorities for the same purposes. 

Loans and advances (net): mainly granted to provinces, local authori- 
ties, public and private undertakings for capital outlay. 


COUNTRY NOTES: 
AFGHANISTAN 


Expenditure: including debt service. Defence: excluding foreign aid, 
Investment: development expenditure including forcign assistance, 


AUSTRALIA 

Commonwealth Government: Contributions to provincial and local 
governments: including grants for capital expenditure. 

State and local governments: Revenue: excluding grants and advances 
from Commonwealth Government, 

Expenditure: including expenditure met from grants and advances from 
Commonwealth Government. 


BURMA 
Revenue: other tax revenue: including contributions from the State 
Marketing Boards. Japanese reparation receipts are excluded. 
Expenditure: Contributions to provincial and local governments: in- 
cluding some capital expenditure for economic development. 


CAMBODIA 


Economic services and social services: including capital expenditure. 


CEYLON 

Revenue: Tax on income and wealth: including pension contribution 
from government employees. Other tax revenue; mainly monopoly 
profits. 

Expenditure: Economic services: including food subsidies. 


INDIA 

Central government: Revenue: excluding taxes transferred to the 
states. ‘ 

Expenditure: excluding transactions of state trading schemes. Economic 
and social services: Social and economic developmental services. Invest- 
ment: including capital. transferred to displaced persons and minor 
amounts to private enterprises. Loans and advances (net): mostly to state 
governments, local governments, and government enterprises. ! 

States: Total revenue: excluding loans but including grants received 
and taxes transferred from the central government. — 

Expenditure: Social services: expenditure on education and health only. 
Loans and adyances (net): loans to municipalities, local bodies, etc. 


INDONESIA ' 
Revenue; Other tax revenue: including foreign exchange levies, 
motor-vehicle licence fees and others. . : ; 
Expenditure: Economic services: including certain capital expenditure. 
Investment: covers total expenditure of communication and public works 
and energy, and financing services up to 1965; covers development ex~ 


penditure from 1966. 
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FINANCE 
IRAN 


Land tax: included under tax on income and wealth. Other tax 
revenue: includes oil revenue, monopoly profits etc. 

Expenditure: Economic services: subsidies for price and income 
stability only up to 1965/66. Investment: includes capital outlay of Plan 
Organization, and other direct capital outlay. Loans and adyances (net): 
includes grants and loans to government enterprises and nationalized 
industries for capital purposes, 


JAPAN 

Central government excluding government trading and financial 
enterprises; figures represent transactions of General Account and some 
special accounts of an administrative character. 

Revenue: Transaction and consumption taxes: excise and commodity 
taxes and profits of monopolies. 

Expenditure: Other current expenditure: including capital transfers 
abroad (mainly reparations). Investment: including reserves in 1968/69 
and 1969/70 amounting to 361 and 333 thousand million yen respectively. 


KOREA, REPUBLIC OF 
Revenue: Licences, stamp duties, registration fees, etc.: including 
business taxes, Other tax revenue: including tax on foreign exchange. 
Expenditure: Social Services: including transfers to local school 
enier Loans and adyances (net): including purchases of ownership 
rights. 


LAOS 

Expenditure: Defence: excluding foreign aid. Other current expendi- 
ture: includes unforescen expenditures, transportation expenses, etc. which 
could not be distributed. Investment: developmental expenditure. 


MALAYSIA 

Figures relate to the Federal revenue and expenditure of Malaysia 
comprising East and West Malaysia and Singapore for 1964 and 1965, 
and excluding Singapore from 1966, The Federal shares of revenue 
and expenditure are based on the constitution in accordance with which 
Malaysia was established in September 1963, and the shares received 
from Singapore amounted to 120 and 88 million Malayan dollars in 
1964 and 1965 respectively. Transactions of post and tele-communica- 
tions are included on a gross basis. 

Expenditure: Contributions to provincial and local governments: grants 
to states. Investment, loans and advances (net): special expenditure, public 
works, tele-communications, and development expenditure. 


NEPAL 


Expenditure: Investment: developmental expenditure. 


NEW ZEALAND 

Data cover the whole central government sector including government 
enterprises and dependent admimistrative bodies. Tax on income and 
wealth: includes income tax, social security taxes and taxes on wealth, 
Customs duties: include excise duties, Transaction and consumption 
taxes: sales tax. Licences, stamp duties, registration fees, etc.: stamp 
duties and racing tax. Other tax revenue: mainly motor spirits taxation. 


PAKISTAN 

Central Government. 

Revenue: excluding receipts from sales of foreign aid fund supplies. 
Total tax revenue: excluding taxes transferred to state governments. 

Expenditure: including expenditures met from railway, postal develop- 
ment and other funds, excluding currency capital. outlays and state 
trading schemes. Social services: expenditure on education and health 
only. Contributions to provincial and local governments: grants to states 
other than those met from funds, mainly for development but also 
general grants for meeting current expenditures. 

States: Covers West Pakistan including Baluchistan, and East Pakistan; 
excluding transactions of state trading schemes. 

Revenue: including taxes and grants, but excluding loans from the 
Central government. 

Expenditure: Economic services: including development expenditure 
met from revenue. 
PHILIPPINES 

Budget includes apportionment of internal revenue to provinces. 

Revenue: Import duties: include excise duties on imports. Transaction 
and consumption taxes: consist of excise taxes on domestic products and 
forest products. Licences, stamp duties, registration fees, etc.: consist of 
licences and business taxes, and documentary stamps. 
SINGAPORE 

Revenue: 1964 and 1965 figures include the share of revenue paid to 
Malaysian Government up to the day of separation in August 1965. 

Expenditure: Investment: public works and developmental expenditure. 

1969-70: fiscal year covers 1 January 1969 to 31 March 1970, 
THAILAND 

Revenue: Tax on income and wealth; income tax and automobile taxes. 
Other tax revenue: including profits from rice export monopoly, aliens 
and gambling fees. 
VIET-NAM, REPUBLIC OF 

Revenue: Other tax revenue: including perequation and equalizataxes 
from 1966, 

Expenditure: Investment: developmental expenditure. 


ECONOMIC BULLETIN FOR ASIA AND THE FAR EAST 
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The articles published in the Economic Bulletin are classified in this index under the following headings: 


Agriculture 

Economic development and planning 

Economic development and planning: 
reports of meetings 

Financing of economic development 

Industry 


Agriculture 

Fishing industry (I, 3; FebS1) 

Agricultural development and planning (VIII, 3; NovS7) 

Report of the Working Party on Economic Development and 
Planning (8rd session) (VII, 3; NovS7) 

Taxation and development of agriculture (IX, 1; Jun5S8) 

Some aspects of agricultural planning (XI, 1; Jun60) 

Capital formation in agriculture (XII, 2; Sep61) 

Relationship between agricultural and industrial development in 
China (Taiwan) (XIV, 1; Jun63) 
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Economic development and the role of the agricultural sector 
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Problems and techniques of economic development planning and 
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Population 
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Statistics 
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Sub-regional plan harmonization: A case study of the Regional 
Co-operation for Development (RCD) (Turkey, Pakistan and 
Iran) (XVIII, 1; Jun67) 

Organizational form of the machinery for plan harmonization 
(XVIIL, 1; Jun67) 

A model for regional harmonization of national development plans 
(XVIII, 2; Sep67) 

Major problems and obstacles in plan implementation (XVIII, 3; 
Dec67) 

Annual operational plans: a new dimension in planning for 
ECAFE countries (XVIII, 3; Dec67) 

Implementation problems in Indian planning — a case study 
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Policies and planning for exports (XVIII, 4; Mar68; Survey) 
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Three papers on annual planning (XX, 1; Jun69) 
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Ist meeting (VI, 3; NovsS5) 6th session (XI, 3; Dec60) 
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Ist session (XII, 3; Dec61) Srd_ session (XVIII, 3; Dec67) 
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Report of the first Working Group of Planning Experts on Regional 
Harmonization of Development Plans (XVIII, 1; Jun67) 
Techniques of annual planning in the ECAFE region (XX, 2; Sep69) 


Financing of Economic Development 


Mobilization of domestic resources for economic,development and 
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Inflation and the mobilization of domestic capital (II, 3; Feb52) 
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Deficit financing for economic development (V, 3; Nov54) 
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Savings in economic growth of postwar Japan (XI, 2; Sep60) 
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Post-war foreign investment in India (XIII, 1; Jun62) 
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Measures for mobilizing domestic saving for productive investment 
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Design of fiscal policy for increasing government saving (XIII, 3; 
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Population trends and related problems of economic development 
(X, 1; Jun59) 

Population growth and problems of employment (XII, 2; Sep61) 

Evaluation of population data of Malaya (XIII, 2; Sep62) 


Public Finance 
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SELECTED UNITED NATIONS PUBLICATIONS 


ON ASIA AND THE FAR EAST 


In parentheses are sales number, price in US currency, and language 
(E for English and F for French) 


Agriculture 


Timber Trends and Prospects in the Asia-Pacific Region, 2 volumes 
(E/CN.11/533; $2.00 each; E) 


Economic Development 


Programming Techniques for Economic Development (60.II.F.3; 
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Community Development and Economic Development, 3 volumes 
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Industry and Mineral Resources 
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Mineral Resources Development Series, No. 29. Case Histories 
of Oil and Gas Fields in Asia and the Far East (68.II.F.10; 
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the Seminar on Sources of Raw Materials for the Fertilizer 
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Electric Power Development Series. Electric Power in Asia and 
the Far East, 1966 (E.68.I1.F.22; $2.00; E) 

Public Electricity Supply—A Manual on Uniform System of 
Accounting (67.I1.F.16; $2.00; E) 
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Electric Power in Asia and the Far East, 1967 (69.II.F.17; $2.50; E) 


Population 


Report of the Asian Population Conference and Selected Papers 
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Report of the Working Group on Administrative Aspects of Family 
Planning Programmes (66.II.F.10; $1.00; E) 

Asian Population Studies Series, No. 2. Family Planning, Internal 
Migration and Urbanization in Asia—A Bibliography of 
Available Materials (E.68.1I.F.13; $1.50; E) 

Asian Population Studies Series, No. 3. Report of the Working 
Group on Communication Aspects of Family Planning 
Programmes and Selected Papers (E.68.JI.F.17; $2.50; E) 

Asian Population Studies Series, No. 4. Report of the Expert 
Group on Assessment of Acceptance and Use Effectiveness 
of Family Planning Methods (69.II.F.15; $1.00; E) 


Regional Co-operation 


Regional Economic Co-operation in Asia and the Far East: The 
Asian Development Bank and Trade Liberalization (65.II.F.15; 
$2.00; E) 

Regional Economic Co-operation Series, No. 4. The Second 
Ministerial Conference on Asian Economic Co-operation and 
the Asian Development Bank (67.ILF.6; $2.00; E) 


Regional Plan Harmonization and Integration Studies, No. 1. The 
Coconut Industry of Asia (69.II.F.4; $2.50; E) 


Statistics 


Manual on Training of Statistical Personnel at the Primary and 
Intermediate Levels (63.IL.F.8; $1.25; E). Supplement: Training 
Notes and Exercises (64.IL.F.8; $3.00; E) 

Basic Statistics for Formulating and Implementing Plans of 
Economic and Social Development in Countries of Asia and 
the Far East (65.II.F.8; $0.75; E) 


Foreign Trade Statistics of Asia and the Far East. Issued 
annually for 1962, 1963 and 1964 ($12.00 each; E) 


Foreign Trade Statistics of Asia and the Far East, 1965, Vol. IV. 
Series A ($12.00; E); Series B, No. 1 ($3.00; E); 1966, Vol. V. 
Series B, No. 1 ($3.00; E) 


Asian Recommendations for the 1970 Population Censuses 
(67.IL.F.3; $1.00; E) 


Asian Recommendations for the 1970 Housing Censuses (67.II.F.9; 
$1.00; E) 


Statistical Yearbook for Asia and the Far East, 1967 (69.II.F.5; 
$4.50; E, F) 


Trade 


State Trading in Countries of the Asia and the Far East Region 
(65.IL.F.2; $0.50; E) 


Regional Economic Co-operation Series, No. 6. Report and 
Recommendations of the Seminar on Financial Aspects of 
Trade Expansion (69.II.F.9; $0.75; E) 


Transport 


Report of the Seminar on Engineering and Traffic Aspects of 
Highway Safety (58.II.F.3; $0.80; E) 


Report of the Working Group of Experts on Shipping and Ocean 
Freight Rates (66.II.F.7; $1.50; E) 


Transport and Communications Bulletin, No. 43 (E.68.II.F.20; 
$1.00; E) ; 

Regional Economic Co-operation Series, No. 5. Report of the 
ECAFE Working Party on Shipping and Ocean Freight Rates 
and Related Papers (69.II.F.3; $2.00; E) 


Water Resources 


Water Resources Series. Thirty-four volumes have been issued, 
with Nos. 1-22 under the name of Flood Control Series. Among 
them are: 


No. 12 Development of Water Resources in the Lower Mekong 
Basin (57.11.F.8; $0.80; E, F) 

No. 26 Manual of Standards and Criteria for Planning Water 
Resource Projects (64.IL.F.12; $0.75; E, F) 

No. 27 Methods of Hydrological Forecasting for the Utilization 
of Water Resources (65.II.F.5; $2.00; E, F) 

No, 28 Proceedings of the Sixth Regional Conference on Water 
Resources Development in Asia and the Far East 
(66.IL.F.2; $4.50; E) 

No. 29 A Compendium of Major International Rivers in the 
ECAFE Region (66.IL.F.8; $1.50; E, F) 

No. 30 Assessment of the Magnitude and Frequency of Flood 
Flows (66.I1.F.7; $3.00; E, F) 

No. 31 Water Legislation in Asia and the Far East, Part I, 
Afghanistan, Brunei, Burma, Republic of China, Hong 
Kong, Iran, Japan, New Zealand, Philippines and 
Thailand (67.1I.F.11; $3.00; E) 

No. 32 Proceedings of the Seventh Regional Conference on 
Water Resources Development in Asia and the Far East 
(E.68.11.F.5; $3.50; E) 

No. 33 Methods and Techniques of Groundwater Investigation 
and Development (E.68.II.F.6; $3.50; E) 

No. 34 Use and Interpretation of Hydrologic Data (E.68.II.F.9; 
$3.00; E) 

No. 35 Water Legislation in Asia and the Far East, Part II, 
A. Australia, Cambodia, Ceylon, India, Republic of 
Korea, Laos, Singapore, Republic of Viet-Nam, Western 
Samoa. B. Proceedings of the Working Group of Experts 
on Water Codes (69.II.F.6; $3.50; E) 

No. 36 Multiple-purpose River Basin Development, Part IE, 
Water Resources Development in Australia, New Zealand 
and Western Samoa (69.ILF.7; $2.50; E) 

No. 37 Planning Water Resources Development (69.II.F.13; $2.50; 
E) 
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KAK MOAYYUATb USAAHWA OPFAHU3ALMM OBbEAMHEHHbIX HAUMA 


IIzqzanna Opranuszanna Odsegnnennsx Haunit momxnO KYOMTS B KHAKIUBIX MaragHHax A 
arelTCTBaX BO BCeX paiionax mapa. Hapogute cipaBka 06 n3falnAx B RAWEM KNWKHOM 
Marasnue WH OuUNTe Do aypecy: Opraunsayua Odsegnnennnx Hannit, Cexuna 0 
upogaxke n3qaunit, Hbw-Hopx nan Keueza, 
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Las publicaciones de las Naciones Unidas estan en venta en librerias y casas distribuidoras 
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Ventas, Nueva York o Ginebra. 
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